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“We put too much faith in systems, 
and look too little to men.” 

— Benjamin Disraeli 


“Efhciency without ideals is brutal. 
Ideals without efficiency are futile.” 


PREFACE 


This book endeavors to set forth both principles, and practice in the 
field of personnel relations as it is today. It includes in its scope the 
varying phases of personnel relations as they are determined and influ- 
enced by workers in labor unions ; managements ; the government ; labor- 
management cooperation ; individual employees"; and personnel relations 
techniques and procedures. The structure of the book has in fact been 
built around these. 

The vital theme that runs throughout the book is the consideration 
of these principles and practices in a setting of democracy, with an 
endeavor to give a realistic understanding of what that implies and 
means for everyone concerned. Without such an understanding all dis- 
cussion becomes mere generality, of little aid in the important decisions, 
judgments, and actions that count in reaching a sound and enduring solu- 
tion of the problems o1 personnel relations. 

Thus the book attempts to present personnel relations not in a mere 
descriptive sense, but from positive democratic viewpoints of those who 
are actively concerned : from management’s point of view when the 
management of personnel relations is being considered ; from that of 
representatives of government, when personnel relations under govern- 
ment cooperation and regulation are discussed: and from labor’s stand- 
point when the aims, history, and actions of labor unions are reviewed. 

From experience in practical personnel relations work the author is 
aware that such a course may cause some irritation. Because effort has 
been made to present Part I on “Workers as Determinants of Personnel 
Relations” from labor’s viewpoints, readers with interests on the side of 
management may not especially like that section. But these viewpoints 
are presented as they have been found to be in the good, responsible 
unions. Management, dealing with labor, will have to face them, and 
they should be well considered in advance. Equally and likewise. Part II 
on “Management of Personnel Relations” is presented from progressive 
management’s point of view. Those in the labor movement may not 
like what management does, but they should know what management’s 
personnel relations functions actually are, and should consider them 
most carefully. And so on with all the various viewpoints (Parts III, 
etc.). If all are recognized, heard, considered, and the facts found out 
and used democratically, sound progress in personnel relations should 
result. The author has endeavored to select and portray the better prin- 
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ciples and practices of responsible unions and successful managements 
rather than to emphasize their faults. 

As indicated by the title, the book considers personnel relations in 
accordance with the tendency of recent years to combine into a single 
function what was in the past called personnel administration, which 
included these procedures and techniques of employment, training, safety 
and service activities, and industrial relations, which referred to collective 
bargaining and the broader dealings or relationships between labor 
unions, management, and government. Meanings and terms in the field 
are far from uniform, and the title Personnel Relations can be considered 
as broadly synonymous with such terms as Labor Relations, Personnel 
Management, Employer-Employee Relations, and Labor-Management 
Cooperation. Furthermore, its principles apply to financial, mercantile, 
trade, and commercial as well as industrial organizations. Personnel 
relations in its essence refers to the mutual and reciprocal interest which 
persons and groups of persons have in each other — in this case, employ- 
ers, employees, and the public. 

For students in universities and colleges, as well as those in the field 
of industry and business, the author has endeavored to keep in view those 
elements of broad technical, professional, and liberal education which 
are becoming more wddely recognized as the necessary background for 
work in the field of personnel relationships. An attempt is made to indi- 
cate the trends of principles and practices as well as to show how these 
have been- and actually are applied, and to indicate their underlying 
philosophies. 

The material in the volume is based upon: personal inspection by the 
author of personnel relations in 152 industrial and business concerns; his 
consulting work in many companies; his experience as Vice President 
in charge of personnel and labor relations of a large copper corporation, 
as well as Director of Personnel, and Professor of this subject at Purdue 
University ; the results of questionnaires and written material from over 
300 companies; personal conferences with many industrial executives, 
most of whom were and are in charge of personnel relations ; personal 
criticism and suggestions from fifty prominent personnel relations man- 
agers and union officials who ha've read the original manuscript which 
was several times revised and rewritten in the light of their corrections 
and criticism; and detailed, constructive suggestions from many young 
personnel officers- just starting in personnel work in companies who 
wanted to obtain a broad background viewpoint of this subject. In its 
preparation the author has received generous cooperation and help from 
so many sources that these acknowledgments are specifically made in the 
pages immediately following. 



PREFACE 


vii 

It is the hope of the author that the book so prepared will aid each 
group concerned in personnel relations in seeing the viewpoints of the 
other groups, to the end that all will be more considerate of the other 
viewpoints and we may move onward toward the goal of better personnel 
relations in a stronger democracy, 

J. E. Walters 

New York City 

November 10, 1944 
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PERSONNEL RELATIONS 



CHAPTER 1 

PERSONNEL RELATIONS IN A DEMOCRACY 

Industry and business are dynamic. Relations among management, 
employees, and the government vary from time to time. Yesterday, 
management^ may have been in the “driver’s seat”; today, the govern- 
ment may have considerable control ; and tomorrow, employees organized 
in labor unions ftiay have greater power than they did yes*terday or have 
today. /Personnel relations consist of those relations and dealings be- 
tween management and employees, and between each or both and 
the government, which solve the human problems of industry and 
business in a manner mutually harmonious and profitable to all, jA.lthough 
their status changes, labor, management, and the government are all here 
to stay, and we, in a democracy, must work out and develop proper per- 
sonnel relations between them. 

Each party to free enterprise has its own problems to solve. Manage- 
ment, unions, government — all have their own principles to fight for, 
their own goals to achieve. Stockholders or owners want more dividends, 
and are entitled to a reasonable profit. The manager may want a higher 
salary because the methods he has installed have reduced cobts and 
increased efficiency. He should have a fair salary. Some managers are 
entitled to a raise. The worker who expends his mental and physical 
effort naturally wants higher wages and the right to representation in 
considering those wages, especially when he realizes that his wages repre- 
sent his standard of living. He should have the highest wage practicable. 
Then the consumer wants the things he buys at the lowest possible price 
consistent with quality. And he should have them. 

Man cooperates with or “fights” with man for self-protection and 
preservation. Management and unions cooperate and “fight” for their 
].)rotection and self-preservation. The more civilized method is by demo- 
cratic cooperation. If we have greater democracy for each and all these 
groups of interests, we shall have greater cooperation and less industrial 
strife, and eventually more production and a higher standard of living. 

Every group interested in industry and business will agree that the 
production of goods and services is one of the most important ways of 

^ James Burnham, The Managerial Revolution, New York, John Day Co.,_ 1941. _ 

^"This was emphasized by the assistance of the unions, especially the Political Action 
Committee of the C. I. O. in the re-election of President Roosevelt in November, 1944. 
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producing greater wealth in a nation, more dividends for the stock- 
holders, better returns for the management, higher wages for the 
workers, lower prices for the consumers, and in general a higher standard 
of living and greater happiness for all. 

If we produce^ at the same rate in normal times as we did during 
World War II, we should have the highest standard of living yet seen, 
provided we can solve our human problems in the right manner. The 
author believes that the highest production which man has ever seen can 
be obtained by more democracy. Man will not produce his utmost until 
all his energy and effort, mental and physical, have been liberated for 
that greatest production. Those principles and practices must be brought 
into use that will bring about the liberation and freedom of man's and 
his group's interest and desire to produce the highest standard of living. 
V. In a democracy, the dignity and worth of the individual are of 
supreme importance. The human personality must not be lost sight of or 
replaced by the economic man® (stockholder, manager, labor, or con- 
sumer). The new belief and faith in the common man ^ are being borne 
out by these new personnel relations principles and practices that have 
been democratically tried. This does not mean that economic problems are 
not important. Each person and each group in a democracy has the right 
to ask for the best and the most from a democracy, consistent with its 
principles, privileges, and rights, provided the responsibilities are also 
accepted and carried out. 

W. S. Gifford, “ president of the American Telephone & Telegraph 
Company, has said that industrial management was “concerned with pro- 
ducing more for all — not merely dividing up what we have.” To be suc- 
cessful it requires “the leadership that can only come from faith in the 
worth of the individual, from confidence in the future of our democracy 
and its encouragement of private enterprise, and confidence in the ulti- 
mate solution of problems, no matter how difficult.” 

Democracy in Industry 

AVe in the United States have found, and have been reared on the 
idea, that democracy — ^government of, by, and for the people — is tlie 
best way of life. Whether the supreme power is exercised directly by 

2 Stuart Chase, Goals for America, New York, Twentieth Century Fund, 1942. Also 
other books in the series, When the War Ends. 

® Peter F. Drucker, The Future of Industrial Man, New York, John Day Co., 1942. 
Also his The End of Economic Man. 

‘‘ Carl J. Friedrich, The New Belief in the Common Man, Boston. Little, Brown & Co,, 
1942. 

^ New York Timas, November 10, _ 1943. This -was stated by Mr. Gifford in a speech 
upon the receipt by him. of the Verrailye Medal of the Franklin Institute, awarded to a 
notable exponent of industrial management. 
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the people, or indirectly through a system of representation, we assume 
that the democratic life is good. Therefore, it is reasonable to consider 
that democracy in personnel relations would likewise further the attain- 
ment of the abundant life for all parties to the industrial enterprise. 

Important essentials of democracy are : 

1. Government by the people, directly or indirectly through repre- 

sentatives chosen by a majority® of its people in secret ballot, 
without the degradation of the minority and including the 
right of appeal. 

2. The greatest possible amount of individual liberty and freedom 

of speech, thought, and action consistent with the common 
good or to the extent that the individual will not harm others. 

3. Equality of opportunity, rights, and privileges (legal, govern- 

mental, judicial, and human). 

4. The recognition of the importance of the individual and his 

development as one of the purposes, or the prime purpose, of 
the state. 

5. The acceptance of responsibilities and the performance of duties 

by the participants in a democracy. 

Without these essentials, there is no full democracy. In order to have 
democratic personnel relations, management, labor, and the government 
must maintain those principles and practices which will guarantee to all 
concerned as much industrial democracy as possible. Democracy in per- 
sonnel relations should be able to prevent many difficulties which in the 
past have existed in industry and business, such as depressions, unem- 
ployment, inadequate incomes for one-third of our people, job dissatis- 
faction, nepotism and selfishness, and greed for money and power. The 
existence of such conditions in industry threatens democracy itself. 

Since employees have been assured the right to choose representatives . 
and bargain collectively under the National Labor Relations Act, some 
question may have arisen as to whether the worker is capable of using 
these rights and privileges in a democratic manner, and whether he is 
willing to perform the duties and responsibilities necessary to maintain 
these rights and privileges. A number of influences have made him more 
capable of using the rights of democracy. For example: 

i. Universal education has taught laboring men to think more for 
themselves. The growth of formal education is revealed by a 
study’’ of the educational background of American soldiers 

® See H. S. Commager's Majority Rule and Minority Rights (London and New York, 
Oxford University Press, 1943) for a |ood explanation of rightness of rule by the 
majority and the protection of minority rights. 

A'i’ty York Times, June 20, 1942. 
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in 1942. This showed that 41% of all white persons inducted 
into the Army were high school graduates or had had some 
college training, whereas only 9% of those in World War I 
reached that level. 

2. Training programs and personnel and industrial relations activi- 

ties in industry have taught the worker how to do his job better 
and how to cooperate more fully with his employer and fellow’ 
employees. 

3. Workers have become better citizens for democracy because their 

interests have been broadened by the radio, automobile, travel, 
new’spapers, and various other means of communication. 

4. Churches have done much to teach democracy to the people. 

5. Labor unions have given the worker a taste of representation in 

considering wages, hours, and working conditions. The unions 
still can do much more. 

Of course, there are many questions about the extent or degree of 
democracy for workers. The guarantee of representation through per- 
sons of their own choosing, selected by the majority in secret ballot, is a 
step towards democracy for workers. 

Gerard Swope, president of the General Electric Company, has .said 
with reference to the right of employees to representation : 

We accord the right of suffrage to the worker in our political de- 
mocracy, the opportunity to determine issues, and the responsibility 
of electing officials, who on their part inform the electorate as to plans 
and policies, and finally give a report of their stewardship. The "work- 
ers, first individually and then through their organizations, have 
fought to have a greater part in the determination of w-ages, hours, 
and working conditions and should have the opportunity to understand 
more of the policies and results of industry, and to have accorded to 
them in industry something of the same respect that is given to them 
as citizens.® 

That this appears to have been reiterated by other employer.s is demon- 
strated by the principle laid down by the National Association of aManu- 
f acturers as early as its December, 1938 Congress : 

The right of workers to self-organization and to bargain collec- 
tively through representatives of their own choosing should include the 
full and free voluntary exercise of such right without any inter- 
ferences, restraint or intimidation from any source. 


® Gerard Swope, “Materials, Methods and Men,** Mechanical Engiiiccrinff, Tamiary, 
1939, p. 6. 
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William Green, President of the American Federation of Labor, has 
said : 

Opportunities for good living for labor in all its implications are 
tied up with understanding of the nature of democracy and applica- 
tion of its principles. . . . The American labor movement, with all its 
shortcomings and imperfections, is the keystone of democracy in our 
national life.® 

Clinton S. Golden and Harold J. Ruttenberg, of the United Steel 
Workers, Congress of Industrial Organizations, have the conviction that ; 

The increasing extension of democratic methods into industry will 
lead toward fuller production and employment and toward increasing 
the stature, well-being, dignity, and happiness of the individual 
worker.^® 

Thus it would seem that parties to the production process are not too far 
apart or too much at odds with this important essential to industrial 
democracy. 

Though there may be some agreement with reference to democracy, we 
still have many and more complex personnel relations problems to solve. 

The Solution of Personnel Relations Problems 

All phases of industry, and especially personnel relations, are becom- 
ing more complex. The automobile is more difficult to make than the 
wagon was, and its construction requires greater engineering skill and 
precision. The airplane requires the solution of more difficult problems 
than the automobile. Television has greater technical requirements than 
radio. The Golden Gate Bridge was built of steel two and one-half times 
as strong as the Brooklyn Bridge. Better engineers are needed to meet 
these greater difficulties. 

With the National Labor Relations Act, the Wage and Hour Bill, new 
personnel and industrial relations methods, and stronger and better labor 
unions, personnel relations now demand better personnel relations man- 
agers, better general managers, better foremen, and better union officials 
and shop-stewards than were needed a few decades ago. 

Reasoning should be applied to personnel relations even with all the 
emotional difficulties of today. The scientific method of approach can be 
applied to these human problems, difficulties, and needs in a more demo- 
cratic manner. 

William Green, Labor and Democracy, Princeton, N. J., Princeton Univei*sity Press, 
1959, pp. 188, 194. 

Clinton S. Golden and Harold J. Ruttenberg, The Dynamics of Industrial Democ- 
racy, New York, Harper & Bros., 1942, p. xxi. 
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The scientific method involves : 

1. A clear statement of the problem. 

2. The collection and recording of data and facts previously dis- 

covered about the problem. 

3. The observation, collection, and recording of all possible present 

facts relating to the problem and its solution, such as personal 
visits, interviews, and correspondence with organizations and 
persons who have had experience with similar problems. Vari- 
ous possibilities of solving the problem should be developed. 

4. The analysis and classification of present and past facts. Com- 

parison of advantages and disadvantages of the facts about the 
problem or problems. 

5. The deduction of a solution derived from the facts, the applica- 

tion of the deductions to develop new results and facts, and the 
formulation of a logical solution based upon those facts. 

6. The test and retest of the solution by repetition of the investiga- 

tion, and the use and reuse of the solution as long as its value 
proves to be correct and adequate. 

Of extreme importance in solving personnel relations and other human 
problems is the application of this scientific or factual method of 
approach. A fact, once it is found, cannot be argued about. Finding the 
facts by this method is the first step toward the proper solution of per- 
sonnel relations problems. Then, these facts must be applied or used 
fairly. 

What is right and fair to all concerned ? Who shall answer this ques- 
tion? Nobody is as wise as ever3'^body. All those concerned, demo- 
cratically by majority in secret ballot seems to be the logical answer. 
Sometimes those concerned cannot decide rightly and fairly. There may 
be three sides to a personnel relations problem : labor’s, management’s, 
and the right side. The determination of the right side might be made by 
the government or an impartial group selected by the union, the manage- 
ment, and the government or public. 

Psychological, ethical, and moral standards are needed in personnel 
relations as well as facts. We need both facts and faith in a democrac}-. 
Greater responsibility is thereby placed upon all of those who determine 
personnel relations. 

Determinants of Personnel Relations 

Personnel relations are varied by those forces which determine them. 
Principal determinants of personnel relations in this country are: 
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1. Workers. 

2. Managements. 

3. The government, through its public policy as determined by laws 

regulating personnel relations, such as the National Labor 
Relations Act, Fair Labor Standards Act (Wage and Hour 
Bill), Social Security Act, Workmen’s Compensation laws, 
executive orders and directives, and others. 

4. Stockholders and consumers and such things as the business cycle, 

public debt, relief, etc. 

Millions of workers choose to bargain collectively through representa- 
tives of their own choosing, without coercion or interference from their 
employer. This right is given to them by the National Labor Relations 
Act to bargain collectively for wages, hours, and working conditions. 
Employees may choose to be represented by an organized national or 
international labor union, which determines personnel relations. There- 
fore, it is well to consider the historical background of. organized labor 
unions, their purposes, and the results which they have accomplished. 

In some cases, personnel relations have been determined by union- 
management cooperation, the union and the management joining together 
to work out these policies and procedures. Such cooperation is highly 
important in personnel relations. 

Though the National Labor Relations Act and other regulatory laws 
stipulate certain conditions of personnel relations, the managements of 
industry still have the right to establish, or not to establish, these activities 
in their companies within the bounds of the legal restrictions and labor 
contracts. A knowledge of managements’ personnel relations policies and 
procedures should present a clearer picture of this field as a whole. The 
management of personnel relations is fast becoming a profession of 
quality rather than quantity. 

The employer in many companies has instigated and established per- 
sonnel relations activities to obtain and maintain his working forces in 
relations mutually harmonious and profitable to both him and his em- 
ployees. Managements have employed specialists to handle personnel 
relations expertly. A knowledge of these methods is important to all 
those interested in and dealing with this subject. 

Though labor unions and tire managements of various business and 
industrial concerns want and need certain personnel relations, they may 
be bound on both sides by the public policy as stated in the governmental 
laws regulating those personnel relations. 

This country has had a background of considerable freedom from 
governmental regulation of personnel relations. From time to time, laws 
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have been passed endeavoring to regulate them ; but managements, the 
workers, and the public itself have endeavored to be as free as possible. 
A series of developments has finally led to the present National Labor 
Relations Act, the Fair Labor Standards Act, and the Social Security 
Act which regulate personnel relations. A person cannot know or under- 
stand fully the present governmental policies wdthout looking into their 
past as well as studying their present conditions and trends. 

The stockholders elect directors who select management. By their 
^selection they can choose those who will make good or poor employee 
relationships. They can, to a certain extent, see that the manager has and 
maintains certain personnel relations policies which will make for proper 
relationships. Therefore, they can be a determinant. 

Consumers can refuse to buy from companies whose personnel rela- 
tions are not adequate. They can refuse to buy from the “sweat shops.” 
The buyer can force many personnel relations issues by refusing to buy if 
those issues are not solved correctly, and the consumer can become a 
determinant of personnel relations. 

Though the public, the workers, the management, the stockholders, 
and the consumers desire certain personnel relations to exist, it may not 
be possible to carry them out when business conditions are bad. Person- 
nel relations in prosperity are different from those in a depression. Thus, 
the business cycle, the public debt, relief, and many other factors also 
determine personnel relations. 

In summary, then, the principal determinants of personnel relations 
are : 

1. Labor unions. ' 

2. Managements. 

3. The government — the public policy througli governmental regu- 

lations. 

4. Stockholders, consumers, business cycle, and other factors. 

Let us examine and discuss the principal determinants — labor, man- 
agement, the government— /row the democratic point of viezo to see if 
democracy can he appUed to personnel relations and if tlie personnel rela- 
tions activities described herein will aid in giving to employees, em- 
ployers, and the government that which they all want-— a more democratic 
and, thereby, a more abundant and happy life. 



PART I 


WORKERS AS DETERMINANTS OF PERSONNEL 
RELATIONS 




CHAPTER 2 


LABOR UNIONS IN A DEMOCRACY 

With about thirteen and three-quarters million workers ^ organized in 
labor unions and an additional forty-one million members of their 
families dependent upon them, more than fifty-four million people in this 
country are vitally concerned with the labor movement. Including the 
merchants, professional men, and others who serve them, labor comprises 
a large portion of the public and consumers. Collective bargaining com- 
mittees bargain for labor’s standard of living — its wages, hours, working 
conditions, and other personnel relations. Much of the personnel rela- 
tions of this country is determined by the workers, and more particularly 
by them, in labor unions. 

No country can be a democracy without considering the dignity of 
those individuals who compose it. The United States cannot be a real 
democracy without considering the dignity of that part of the public in or 
dependent upon organized labor. 

Dr. Frank P. Graham, president of the University of North Carolina 
and a public member of the National War Labor Board, considers the 
labor union as one of the four institutions which have been the focal 
motive force of the four main chapters in the rise of human freedom. 
The church, he contends, survived the persecutions of the Roman Empire 
and became and remained powerful long after the fall of the Empire. 
Absolute national monarchies were unable to check the increasing power 
of the autonomous organization of the people to secure for themselves 
representation in a parliament. Since 1689, the English Bill of Rights has 
been the model for constitutions in nations following the traditions of the 
English-speaking peoples. Religious and political democracy spread to 
the fields of commerce and industry. From the industrial revolution 
emerged the corporation, an autonomous organization which helped to 
overthrow feudal serfdom. The next step, he contends, toward greater 
human liberty has been the organization of free and independent labor 
unions. The demand for this freedom is the essence of early American- 
ism, and it has progressed through the history of this Nation.^ 

^ "Extent of Collective Bargaining and Union Status?, January, 1944,” Monthly Labor 
Review, Vol. 58, No. 4, April, 1944, p. 697. 

- From Dr. Frank P. Graham’s opinion' on the union security issue in the "Little 
Steel” case, decided by the National War Labor Board in 1942. See full text of this deci- 
.sion for complete presentation. 



14 


PERSONNEL RELATIONS 


[Ch.2 

Organized Labor Unions in America 

The right to organize and bargain collectively in labor organizations 
has been granted tinder the National Labor Relations iVct, passed in 
1935, and declared constitutional in 1937. Results of this Act mark an 
important phase of the labor movement in this country, which has been 
characterized by a long, uphill fight for collective bargaining rights, as 
well as a fight to improve wages, hours, and working conditions. Its 
development from the earliest beginnings to the present can almost lie 
described by a history of the various labor unions which make up the 
labor movement. 

The labor movement in England ^ had a decided effect upon that in the 
United States, especially as far as the mental attitude of the laborers in 
this country was concerned. The American associations were modified 
from those of their English ancestors by the independence and self- 
assurance of the colonists. England’s influence upon the early labor 
activities in this country was greatly hampered by the character of the 
colonies, the newness of settlement, the free public lands, the domination 
of agriculture, and the general scarcity of labor. These facts slowed up 
the organization of labor and prevented a united front by labor. 

In the earliest period there was no national labor movement because 
local unions had to develop before they could be united on a national 
scale. Probably the first labor organizations in this country were the 
Shoemakers and Coopers Guilds, which were granted charters by the 
Massachusetts Bay Colony in 1648. These guilds were similar to those of 
England, but were not long lived. They were replaced by labor societies 
as exemplified by the Cordwainers Societies of the colonial shoe industry. 
Another early labor organization was the New York Society of Journey- 
men’s Shipwrights, incorporated in 1803. In the same year the tailors 
organized, and in 1819 the hatters. In the early part of the century, 
before 1817, the New York Typographical Society was formed. 

During the latter part of the eighteenth and the l)eginntng of tlie 
nineteenth centuries, the need for the organization of labor was empha- 
sized by the factory conditions in this country. The first quarter of the 
nineteenth century witnessed the formation of many labor societies. 
Robert Owen visited this countr}- in 1824, to propound labor’s cause. 
Plaving already made his influence felt in England, Owen called atten- 
tion particularly to the conditions of the labor classes here and urged, their 
improvement. The organization movement was further influenced by 
suffrage, which had become an issue directed especially to the working 

• ? description of the labor movement in England see Dr. Henry Eichardson, Indus- 
trial Relations m Great Britain, International Labor Office, 1938. 
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class; the slavery issue; the demand for shorter hours of work; the 
abolition of imprisonment for debts ; and the upward swing of prices in 
the early 1800’s. Labor literature began to appear. The Mechanics Free 
Press 'was established in 1828, and others soon followed and made labor 
literature more plentiful. 

The first labor movement that affected more than a single trade was 
the Mechanics’ Union of Trade Associations. The carpenters at Phila- 
delphia had a strike for a ten-hour day in 1827 and were somewhat 
unsuccessful at the start. Other trades came to its support, and the first 
City Central Union was formed. This organization went into politics to 
gain its end and organized the working man’s party. It soon became dis- 
couraged because it did not increase to any great extent its voting 
strength. A repetition of the Philadelphia experience occurred in New 
York in 1833, which resulted in the formation of the General Trades’ 
Union of the City of New York and vicinity. During the second year of 
its existence, twenty-one societies were represented at its annual conven- 
tion. In the following year an invitation was sent by the General Trades’ 
Union for a delegate convention in New York, to which thirty delegates 
responded. Although advisory in nature and for discussion at first, its 
power was strengthened and soon became more binding upon the locals. 
The support of strikes was its chief objective. After some successes and 
more failures, the organization disappeared in the panic of 1838. At the 
time of the formation of the National Trades’ Union in 1834, it was 
estimated that there were about 26,000 members. This was followed by a 
complex period for labor when all types of cooperative plans were dis- 
cussed for labor, and the tendency ran high toward national trade asso- 
ciations until the 1850’s when trade unionism was taking its form and 
policy. 

One of the oldest national trade unions now in existence is the Inter- 
national Typographical Union which can be traced directly to the national 
convention of journeymen printers in 1850. A permanent organization 
was effected in 1852, under the name of the National Typographical 
Union. The union was made international in 1869. Other national trade 
unions were established in the 1850’s, such as the Journeymen Stone- 
cutters’ Union of North America in 1853, the National Trade Associa- 
tion of Hat Finishers in 1854, and the Iron Molders’ Union of North 
America in 1859. The organization of the early unions was quickly fol- 
lowed by a large number of national and international trade unions such 
as the Cigar Makers International Union in 1864, the Brotherhood of 
Locomotive Firemen and Enginemen in 1873, the Amalgamated Associa- 
tion of Iron and Steel Workers in 1876, etc. Professor John R. Com- 
mons in his early history of the labor movement gave the causes of the 
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organization during this period as the more rapid rise in prices and the 
cost of living than in wages, as well as the decrease in trade opportunities 
that existed for workers in this country. This led to the full-fledged 
labor movement. 

About the time of the Civil War there appeared on the horizon, 
paralleling the craft movement, a feeling on the part of many workers 
for the need of a single great union of all industrial workers — skilled and 
unskilled. W. H. Sylvis, head of the Iron Holders’ Union, proposed that 
the municipal federations of unions join under a national constitution. In 
1866 the new organization, the National Labor Union, was formed, com- 
posed of various types of labor and trade organizations. This union 
functioned for six years, in which time many cooperative societies of 
skilled craftsmen, possessing and managing their own plants, were 
formed. It was soon found that they could not compete with the already 
existing industries. The National Labor Union advocated the exclusion 
of the Chinese coolies from the United States, a universal eight-hour 
day, and the establishment of a national bureau of labor l)y the govern- 
ment. 

While the National Labor Union was on the decline (it ceased to func- 
tion in 1872) because of politics, the Noble Order of the Knights of 
Labor was being organized. The Knights of St. Crispin was formed in 
1867, with its first secret lodge in Milwaukee. Its first grand lodge 
meeting was held in 1868. The following year, 1869, new relations 
were assumed, with Uriah S. Stevens as the leader; and in 1871 the 
organization adopted the name of Noble Order of the Knights of Labor. 
The Order became a national organization in 1878 after lieing aroused by 
the great strikes of 1877. The Knights elaborated further on the idea of 
cooperative production and distribution. They considered the craft and 
trade unions as being too narrow in scope. This agitation for such an 
organization antagonized the craft unions, and it was the general nattire 
of this announcement, among other things, which decreased the solidarity 
of the Knights. Even though the Knights had expanded to over 7(.X),(){X') 
in 1886, and even though it had given up the dose secrecy which char- 
acterized its early years, the organization failed because of expensive 
sympathetic strikes which were unsuccessful, its activities in political 
affairs, the nature of its internal organization of labor and trade assem- 
blies, and because of the overcentralization of power in its general 
officers. 

With the growth of the skilled trades and crafts in industry, the 
emphasis of the labor movement changed to the trade and craft labor 
unions. After the panic of 1873, numerous trade as.sodations were 
formed. 



Ch.2] 


LABOR UNIONS IN A DEMOCRACY 


17 


American Federation of Labor 

In November of 1881, as a result of an organization plan previously 
drawn up by a number of union leaders at Terre Haute, Indiana, a meet- 
ing was held in Pittsburgh, Pennsylvania, to attempt to unite existing 
unions on a nation-wide scale. One of the delegates to this conference 
was Samuel Gompers of the Cigar Makers Union of New York City, 
who later became the leader and president of the American Federation 
of Labor. The result of the meeting in Pittsburgh was the organization 
of the Federation of Trades and Labor Unions of the United States and 
Canada. This Federation adopted a program of thirteen points and 
elected a legislative committee. 

In 1886 a threat to the craft and trade unions arose in the shape of the 
growing power of the Knights of Labor. The Federation of Trade and 
Labor Unions called trade union executives to a conference in Columbus, 
Ohio, in December, 1886. The result was a new organization — ^the 
American Federation of Labor, which provided for a real federation of 
unions with revenue-collecting powers, under the guidance of a full-time 
executive. Samuel Gompers was elected president. Canada and the 
United States were included in the jurisdiction of the Federation. 

The Federation started its drive for the eight-hour day in 1886. The 
success of this endeavor proved to the workers the efficacy of united 
action by workers. The growth of the Federation was slow because it 
was difficult to convince workers in wide open areas of the value of 
unified effort on the part of labor to better their circumstances. 

The Fedei'ation survived a number of major obstacles in its earlier 
years. The panic of 1893 halted union expansion. The Federation faced 
serious reversals as a result of the Homestead strike with the strength 
of the steel corporations behind it, the Pullman strike, and other labor 
difficulties. It also had to contend with dual movements started by the 
American Labor Union, the Socialist Trades and Labor Alliance, and the 
Industrial Workers of the World. 

The Federation weathered the storms of organization and initial 
growth and today still has as its primary purpose the advancement of 
labor through unions banded together in an international association. It 
seeks to increase the economic strength and political and social influence 
of the member unions through organization, collective bargaining, legis- 
lation, and education. 

Following are some of the achievements claimed by the A. F. of L. as 
all or part of the result of its efforts: National Labor Relations Board, 
recognition of labor’s rights under the National Recovery Act, Depart- 
ment of Labor, Federal Bureau of Labor Statistics, compensation laws, 
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promotion, of state compulsory education law, regulation and limitation 
of child labor, vocational training, wider use of public schools, workers’ 
vacations, women’s suffrage, regulation of night work for women, 
Federal Employment Service, old age benefits, higher standard of living, 
more leisure for all, eight-hour day, etc. 

The Executive Council of the A. F. of L. consists of the president, 
secretary-treasurer, and thirteen vice presidents. In addition, the organ- 
izational setup of the A. F. of L. includes paid organizers, volunteer dis- 
trict organizers, as well as local union men commissioned to servm as gen- 
eral organizers to help with federal work. The delegates at the Sixty- 
first Annual Convention, October 6 to 16, 1941, represented : 89 national 
and international unions, 3 departments, 36 state bodies, 128 centi'al labor 
unions, 69 trade and federal labor unions, and 2 fraternal organizations. 
In 1943 the total membership of the A. F. of L. unions was 5,939,021. 

National and international unions have control over a definite jurisdic- 
tion, decided by affiliated members of the Federation, embracing organi- 
zations of workers in the same trade. The sphere of authority of an 
international or national union may take in a single craft, a number of 
them, or an entire industry. Departments have been established as a 
means of coordinating the work of several national and international 
unions within an industry. The three departments are: Building and 
Construction Trades, Metal Trades, and Railway Shop Crafts. Central 
labor unions are unions of a city or industrial center banded together for 
mutual protection and assistance in local affairs. State Federations have 
been organized to further the state-wide interests of labor and to promote 
state labor legislation. Since federal unions are not the responsibility 
of any national or international union, they are chartered in directly 
affiliated unions. 

Directly after the United States declared war in 1941, the American 
Federation of Labor issued its war labor policy. It included the fcdlow- 
ing points: (1) a “no-strike” policy for all war and defense material 
production, except where mediation, conciliation, or arbitration is refused 
by employers; (2) recommendation of the establishment of a National 
War Labor Board; (3) the settling of grievances by mediation, concilia- 
tion, and voluntary arbitration through the War Labor Board ; (4) tlie 
broadening of government mediation and conciliation services; and (5) 
due regard for the health, safety, and welfare of workers. 

Throughout its history the American Federation of Labor has opposed 
numerous groups promoting philosophies such as socialism. Probably the 

^Report of the Executive Council of the American Federation of Labor, Octoiier -4, 
1943, p. 8, (Also see pp. 8 and 9 for growth of membership in A. F. of L. from 1897 to 
,1943.)-, ■: 
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most lasting conflict which the A, F. of L. has had to encounter is that of 
industrial unionism as contrasted with craft unionism. 

An industrial union is the organization of all workers in an industry, 
such as the United Mine Workers of America. It includes all workers in 
and around the mine such as the machinist, the oiler, the inspector, the 
loader, the electrician, the day laborer, and others. 

Interest in industrial unionism grew rapidly during the first decade 
of the twentieth century, but as far back as 1901 the^Anierican Federa- 
tion of Labor declared that the engineers working in mines should join 
the miners’ union, which was to a certain extent in opposition to its regu- 
larly accepted policy. Nevertheless, many union men could find no place 
in the A. F. of L. In 1903 the trade principles of the A. F. of L. in con- 
trast to industrial unionism were pronounced. 

In the 1890’s the AVestern Federation of Miners had taken a 
prominent place in labor activities of the West. The Socialist Trade and 
Labor Alliance was formed in 1895, and was endorsed by the Social 
Labor Party. These and other groups came together in 1898 and formed 
the Western Labor Union, and again in 1902 to form the American 
Labor Union. Finally, the socialist labor leaders met in 1905 and declared 
the principles of revolutionary industrial unionism by the organization 
of the Industrial Workers of the World when forty-three different labor 
organizations were represented. This brought together many conflicting 
elements — socialists who believed in political action, the socialists who 
believed in promoting the economic organization of industry, and the 
extreme “leftists” who believed in direct action wholly instead of political 
action. - 

The philosophy of the I.W.W., as pronounced in the 1908 convention, 
was that the working class and the employing class have nothing in 
common, that the struggle between the two must go on until the workers 
of the world take possession of the means of production and abolish the 
wage system. Instead of the A. F. of L. slogan “a fair day’s wage for a 
fair day’s work,” the watchword of the I.W.W. was “the abolition of 
the wage system.” Because of the wide variation of the characteristics of 
the membership of the I.AV.W., rivalry between the radical socialists and 
the more conservative elements of the group soon came to the fore. 
Finally, the radicals won out and “purified” the organization, as they 
termed it. Then, direct action became more in evidence. The success of 
strikes in 1909, and the promotion of free speech, gave a rebirth to the 
I.W.W. Its success caused employers and the public to be somewhat 
alarmed by its philosophy of syndicalism, the abolition of capitalism by 
the working class through direct action of the workers and the recon- 
struction by the workers of society who will manage and own all indus- 
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tries. Its adherents believed in the general strike, sabotage, and had 
somewhat extreme socialist viewpoints. 

In 1912 the I.W.W. leaped into prominence and carried on more than 
thirty strikes and increased its membership more than fourfold. During 
World War I, opposition to the I.W.W. was intensified by the apparent 
lack of patriotism of its members. It opposed the production of war 
materials and tried to hinder the draft. In 1920 it established a Bureau 
of Industrial Research to survey economic resources and industrial 
processes, to form economic councils looking to the control and operation 
of industry for use and not for profit. 

In the year 1916 the I.W.W. had grown from 15,000 to 60,000 accord- 
ing to the best reports, and the total number of cards issued up to 
October, 1919 was given as 500,000. The newspaper reports of the 1921 
convention gave the membership as only 12,000. Unemployment, the sup- 
pressive regulations of the government, the suspension of certain unions 
because of high initiation fees, the extreme radical elements, and other 
reasons caused the I.W.W. to decline; but industrial unionism did not 
cease. In its more conservative aspect it continued strongly in the indi- 
vidual industrial unions such as the United kline Worker.s of America 
among the coal miners, the unions of the brewery workers, the Amal- 
gamated Clothing Workers of America in the garment industries, the 
United Textile Workers in the textile industries, and the Railway unions. 

Revolutionary unionism had subsided to a certain extent. Commu- 
nistic tendencies began to spring up and develop the policy of “boring 
from ■within” in the A. F. of L. and other unions. Although strongly 
opposed by the A. F. of L. itself, the communistic party created the 
Trade Union Unity League in 1929 under the leadership of William Z. 
Foster, a labor union leader of long standing. The dei)ression following 
1929 caused the Trade Union Unity League to fight a difficult struggle. 
In 1934 the T.U.U.L. dissolved, and its members joined the A. F. of L. 
and attempted to inculcate its communistic tenets upon members of the 
A. F. of L. 

One of the greatest impetuses to industrial unionism in the last decade 
was the National Industrial Recovery Act -udiich estaldished codes of fail 
competition in each industry and paid little attention to the craft or trade 
organization. The proponents of industrial unionism in the A. F. of L. 
began with renewed vigor the promotion of the organization of the mass- 
production industries by industries rather than by trade or craft line. 
Because it was felt that the A. F, of L. had become too complacent and 
too cooperative with employers who through the development of com- 
pany unions and the use of the courts had protected themselves against 
the labor movement, the membership of the A. F. of I... declined to 
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slightly over 2,000,000 in 1933. Though, it declined in that year, it rose 
rapidly again until in 1936 it had a membership of more than 3,400,000. 
The industrial unionists thought this was only a small portion of the 
39,000,000 workers in the country, and they were constantly fighting for 
the adoption of the organization of unions by industries as a policy of 
the A. F. of L. Spurred on by the N.I.R.A. and its regulation and 
organization by industries, the old craft-industrial issue became the 
major issue in the San Francisco convention of the American Federation 
of Labor in October, 1934. 

From 1932 to 1934 the American Federation of Labor attempted to 
solve the organization of the mass-production industries by the creation 
of federal unions organized by companies and industries. The viewpoint 
of the A. F. of L. seemed to be that as soon as they were organized, these 
federal unions should be apportioned to the existing craft unions. These 
federal unions grew from 307 in 1932 to 1,788 in 1934. Then came a 
rapid decline in their number through the apportioning of these unions 
to the craft unions, the mushroom growth of the new unions, and the 
claims and the opposition on the part of some of the unions in the 
A. F. of L. Many heated discussions arose over the jurisdiction and 
disposition of the federal unions in the 1934 Federation Convention, 
which gave the federal unions the right to organize in a number of* 
mass-production industries. It was made clear that the various craft 
unions did not intend to surrender any claims to the workers in the 
industrial unions. 

It was evident that the industrial-craft issue would be the chief con- 
cern of the 1935 convention of the A. F. of L. in Atlantic City. The 
results were majority and minority committee reports on the organiza- 
tion’s policies. The majority reaffirmed the declaration of the principles 
of the 1934 convention : that it was the A. F. of L.’s duty to formulate 
policies which would protect the rights of the trade unions ; that “experi- 
ence has shown that craft organization is most effective in protecting 
the welfare and advancing the interest of workers where the nature of 
the industry is such that the line of demarcation between crafts is distin- 
guishable.” “ It granted the industrial unions the right to organize only 
for a provisional period when the A. F. of L. would direct the policies 
and administer the business of the newly organized industrial unions. 

Tl'ie minority report stated the position of the industrial unions in the 
A. F. of L. It emphasized that the American Federation of Labor had 
declared its purpose to be to organize. the unorganized industrial workers 
of the nation; and that in the great mass-production industries and 

® Proceedings o£ the Fifty-fifth Annual Convention of the American Federation of 
Labor, Atlantic City, October 7-9, 1935. 
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those in which the workers are composite mechanics, specialized and en- 
gaged upon classes of work which do not fully qualify them for craft 
union membership, industrial organization is the only solution. 

The Executive Council of the American Federation of Labor was 
“expressly directed and instructed,” by the committee composed of 
Chai’les P. Howard, David Dubinsky, Frank B. Powers, John L. Lewis, 
and A. A. Myrup, to issue unrestricted charters to organizations of 
workers in mass-production and other industries upon industrial and 
plant lines, regardless of claims based upon the question of jurisdiction. 

The Congress of Industrial Organizations 

The active start of the Congress of Industrial Organizations (C.I.O.) 
dates back to the 1935 convention of the American Federation of Labor, 
when the sharp difference of opinion on the part of labor leaders over the 
organizational tactics of the A. F. of L. arose. At that time only a rela- 
tively small percentage of American workers were members of the 
A. F. of L., in spite of the opportunity for union expansion provided 
under the National Industrial Recovery Administration in 1933, 

The C.I.O. contended that the A. F. of L. had failed to organize the 
mass-production industries because of the concentrated financial power 
controlling these industries, the lack of adequate support, the absence of 
sufficient aggressiveness, and the application of craft policies. The latter 
was the crucial point since the minority group felt that the industrial 
form of organization was better adapted to modern industrial develop- 
ment because it enrolls in one union all workers in a given industry 
regardless of craft or occupation. 

In November, 1935, apparently without the official knowledge of the 
executive council of the A. F. of L., eight union leaders met in Wash- 
ington and formed the Committee for Industrial Organization (C.I.O.). 
These men and the unions they represented were : John L. Lewi.s, United 
Mine Workers of America, chairman of the C.I.O. ; Charles P. Howard, 
International Typographical Union, secretary of the C.I.O, ; vSidiuw 
Hillman, Amalgamated Clothing Workers of America; David Dubinsky, 
International Ladies Garment Workers Union; Thomas F. iMcklahon, 
United Textile Workers of America ; Harvey C. Flemming, Oil 'Field, 
Gas Well and Refinery Workers of America; Max Zaritsky, Cap and 
Millinery Workers’ International Union ; and Thomas H. Brown, Inter- 
national Union of Mine, Mill and Smelter Workers. 

The Committee’s purposes and desires were to : 

encourage and promote the organization of the unorganized workers 

in mass-production and other industries upon an industrial basis ; to 
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foster recognition and acceptance of collective bargaining in such 
basic industries ; to counsel and advise unorganized and newly organ- 
ized groups of workers ; to bring them under the banner and in affilia- 
tion with the American Federation of Labor as industrial organiza- 
tions; to serve as a clearing house for information and advice, and 
as a means of pooling the experience of different groups, through 
personal contacts, correspondence and publications; and to further in 
every way the efforts of groups of workers in autos, aluminum, radio 
and many other mass-production industries to find a place within the 
organized labor movement as represented by the American Federation 
of Labor. 

After considerable correspondence between C.I.O. and A. F. of L. 
offfcers, the executive council of the A. F, of L, met in Miami, Florida, in 
January, 1936, and rendered an opinion that the Committee for Industrial 
Organization should be immediately dissolved. In view of the fact that 
the C.I.O. did not carry out the wishes of the A. F. of L., charges were 
preferred in the Federation against the members on July 3, 1936 by John 
P, Frey, president of the Metal Trades Department, on five counts-— 
that the C.I.O. was a dual organization competing with the A. F. of L., 
that it violated the contract which each entered into with the A. F, of L., 
and that it was in violation of and opposed to the decision of the Atlantic 
City convention, etc. The result of these charges was that the members of 
the C.I.O. were suspended by the executive council of the A. F. of L., 
which then announced an intensive organization in the industries already 
occupied by the C.I.O. 

The suspension became effective in September, in spite of the fact that 
the C.I.O. held that it was an illegal ouster, since the executive council 
had assumed powers reserved for full conventions of the A. F. of L. In 
November the A, F. of L. convention at Tampa, at which the C.I.O. 
unions were permitted no representation, confirmed the split ordered by 
the executive council. 

Numerous meetings of reconciliation by the representatives of the 
A. F. of L. and the C.I.O, failed to effect a compromise, and both organi- 
zations began organizing campaigns which were markedly successful. 
Strikes were somewhat effective, and with the aid of the National Labor 
Relations Act and its Board the labor movement came to the front. The 
C.I.O. became stronger through increased membership and increasing 
success in gaining recognition and collective bargaining agreements in 
the mass-production industries. The C.I.O. was victorious, in the first 
great test of its strength on a national scale, when it gained recognition 
from the General Motors Corporation despite opposition from the 
A. F. of L. This brought new gains in membership, not only in the 
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automobile industry, but wherever the C.I.O. was carrying- on its organ- 
izing activities. 

In March, 1937 the C.I.O. leaders decided that the time had come to 
take definite action to protect its associated unions from further split- 
ting by the A. F. of L. This action took the form of a resolution which 
was unanimously adopted by the presidents of the international tuiions 
making up the C.I.O. ; 

The executive officers of the Committee for Industrial Organiza- 
tion are authorized to issue certificate's of affiliation to national, inter- 
national, state, regional, city central bodies and local groups whener^er 
it is deemed such action is advisable. 

At the executive session of the C.I.O. in Atlantic City in Octolter, 
1937, the C.I.O. represented more than 3,600,000 workers, which, accord- 
ing to the C.I.O., proved that industrial unionism and aggressi ve organ- 
izing campaigns were the keys to successful organization in mass- 
production industries. In August, 1937 the executive council of the 
A. F. of L. gave its membership as over 3,270,000 and the Handbook of 
American Trade Unions for 1936 reported other uiiioiLS not affiliated 
with either the A. F. of L. or the C.I.O. as having a membership of over 
600,000. This made a grand total of over 7,225,000 members of unions, 
probably the largest number of organized workers that had ever existed 
in this country up to that time.** 

The growth of C.I.O. membership presents a remarkable record. In 
the automobile industry, membership increased from 30,000 in 1936 to 
375,000 in 1937. Membership in the rubber industi-y tripled that same 
year, from 25,000 membex's to 75,000 members. In the electrical, radio, 
and machine manufacturing industry, membership jumped from 25,000 
in 1936 to 137,000 members in 1937. 

The C.I.O. organizing campaign swept through a number of indus- 
tries with considerable success. Workers in many types of industries 
went C.I.O. — textile workers, oil workers, shipbuilders, .slioe workcr.s. 
transport w'orkers, retail employees, etc. The older unions assisted in 
the organization of worker.s in new industrie.s. The United Mine 
Workei's and Amalgamated Clothing Workers did much in helping tf' 
provide resources for the initiation of new unions. 

AVhere no C.I.O. international exists, the C.I.O. policy has been tc 
charter local industrial unions, with the idea of uniting them eventually, 
when strong enough, into autonomous, indu.strial unions. The local 
industrial unions differ from the federal unions of the A. F. of L. in the 

® Robert R. Brooks, When Labor Organises, New Kaven, Conn., Yale Unhersiu 
Press. 1937, p. 342. 



LABOR UNIONS IN A DEMOCRACY 


25 


Ch.2] 

sense that the principle of industrial organization is assured to the 
workers by the C.I.O. The local industrial unions are guaranteed against 
raids by craft unions on their membership and there is no hesitation on 
the part of the C.I.O. to grant them industrial union charters as soon as 
this is practicable. 

At the Atlantic City conference in the fall of 1937, John L. Lewis 
made his “right to work” speech. He said, “Every American has the 
right to earn a decent living. If he cannot do this in private industry, 
then the government must see to it that every unemployed person be 
given a job with adequate wages.” 

The C.I.O. set up unemployment committees to see that the jobless 
would get W.P.A. work or relief, that grievances of the unemployed 
would be taken care of, and that proper measures would be taken to 
cope with unemployment by city, state, and federal governments. The 
C.I.O. felt bound to protect the interests of individual unemployed 
members. As a result of this, the C.I.O. retained the loyalty of its mem- 
bers through the depression and even increased membership during a 
depression year of heavy unemployment. 

When it seemed obvious that there could be no unity between the 
A. F. of L. and C.I.O. as long as the controversy over craft and indus- 
trial unionism raged, the C.I.O. held its first constitutional convention in 
Pittsburgh in November, 1938. At that time there were forty-two C.I.O. 
national and international unions and organizing committees. The C.I.O. 
held labor agreements with some of the largest and most powerful cor- 
porations in the country. At this convention the C.I.O. issued this stand 
for unity : 

The C.I.O. states with finality that thei'e can be no compromise 
with its fundamental purpose and aim of organizing workers into 
powerful industrial imions, nor with its obligation to fully protect the 
rights and interests of all its members and affiliated organizations. 

The C.I.O. accepts the goal of unity in the labor movement and 
declares that any program for the attainment of such a goal must 
embrace as an essential prelude those fundamental purposes and prin- 
ciples. 

The main objectives of the C.I.O. as given in the constitution are as 
follows : 

1. To bring about the effective organization of the working men 
and women of America, regardless of race, creed, color or nationality, 
and to unite them for common action into labor unions for their 
mutuah aid and protection. 

2. To extend the benefits of collective bargaining* and to secure for 
the workers means to establish peaceful relations with their employ- 
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ers, by forming labor unions capable of dealing with modern aggre- 
gates of industry and finance, 

3. To maintain determined adherence to obligations and responsi- 
bilities under collectivei bargaining and wage agreements. 

4. To secure legislation safeguarding the economic security and 
social welfare of the workers of America, to protect and extend our 
democratic institutions and civil rights and liberties, and thus to per- 
petuate the cherished traditions of our democracy. 

In adopting a permanent name for the C.LO., the convention was 
careful to retain the initials which had come to mean so much to its 
members. The name Committee for Industrial Organization was changed 
to Congress of Industrial Organizations, and the movement has con- 
tinued as the C.LO. 

The officers elected at the first convention were: John L. Lewis, presi- 
dent; Philip Murray and Sidney Hillman, vice presidents; and James B. 
Carey, secretary. 

In October, 1939 the second constitutional convention held at San 
Francisco workedTo perfect collective bargaining procedures, to improve 
and renew agreements and to make more efficient the administration of 
union affairs. The C.LO. continued increasing its membership. A major 
departure on the part of the C.LO. during 1939 was the decision to enter 
the construction industry, which had for a long time been under A. F. 
of L. jurisdiction. 

The Atlantic City convention of 1940, the fifth anniversary of the 
C.LO., saw the promised retirement of president John L. Lewis from 
the national office in the C.LO., as Wendell Willkie had not been elected 
President of the United States in 1940. Philip Murray was then elected 
second president of the C.LO. Membership in the C.LO. was reported 
as 5,000,000 in 1940. Wage increases won by C.LO. unions amounted to 
a total annual increase of $380,000,000, according to 1941 estimates by 
the C.LO. Economic Division. 

One of the C.I.O’s biggest triumphs was the winning of the closed 
shop in December, 1941 in the “captive” coal mines, so called because 
they are owned by steel companies and used for the production of steel. 
John L. Lewis, president of the United Mine Workers, refused to accept 
the National Defense Mediation Board’s decision that the steel companies 
need not maintain a closed shop in the “captive” coal mines. ITis reply 
to the Board’s ruling was to threaten to call a strike. This would have 
meant a serious curtailment of production of munitions in the steel mills. 
President Roosevelt, in the interest of production for national defense, 
called a meeting of representatives of the union and the management 
in an effort to avoid a strike in such critical times. In a statement to thi.s 
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group, President Roosevelt said that the United States goveriinieiit 
would never pass legislation ordering the closed shop. The President 
asked the union and management to try once more to settle their differ- 
ences by compromise in a collective bargaining meeting. As no agreement 
was reached, Lewis defied the President and ordered 53,000 miners to 
strike on November 16, 1941. 

Because of the growing national emergency, President Roosevelt 
appointed a three-man arbitration board to arbitrate the dispute. The 
members of this boai'd were: Mr. Lewis, Mr. Benjamin F. Fairless, 
president of the United States Steel Corporation, and Dr, John R. Steel- 
man, director of the United States Conciliation Service. 

On December 7, 1941 the arbitration board reversed the decision of 


the N.D.M.B. and ruled that all workers in the “captive” coal mines 
should be required as a condition of employment to be members of the 
U.M.W. Dr. Steelman gave the following reasons for his voting in 
favor of the closed shop : 


1. Ninety-five per cent of the workers in “captive” coal mines 
were already members of the U.M.W. Therefore, the union was not 
taking advantage of the national emergency to change the status quo. 

2. The government, through the N.D.M.B,, could not compel 
workers to join any union. However, the arbitration board was oper- 
ating independently of the government and was able to decide in favor 
of the closed shop purely upon the merits of the case. 

The November, 1943 constitutional convention'^ of the Congress of 
Industrial Organizations had 500 delegates representing 5,285,000 wage- 
earners organized into forty national and international unions and organ- 
izing committees and 368 local industrial unions.® 

In 1944 the C.I.O. became more active politically through its Political 
Action Committee. It supported candidates favorable to it and opposed 
those who were not. It e.specially solicited^ its members to be active 
individually in politics and to support President Roosevelt’s re-election 
in November, 1944. 

A. F. of L. and C.I.O. 

The differences between the A. F. of L. and the C.I.O. continued with 
some competition between the unions of the two organizations. Secretary 
of Labor Frances Perkins, in her 1938 annual report, asked for a C.LO.- 

Monthly Labor Rcriew, January, 1944, p. 113. 

® I'or ujfl <lescriptian of the organization of the C.I.O. in 1943, see Final Proceedings, 
SLvth Coiislilniioual Convention of the Congress of hidnstrial Organisations. Phila- 
delphia, I’a.. November 1 to 5, 1943. 

See Political Printer for All Americans, Cmsrtss of Industrial Organizations, Wash- 
ingtoiv D. C (No. 9.31. Also see statement of P.A.C. activities, in Nezv York Times, 
August 29, 1944. p. i- n. ■ 
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A. F. of L. truce. President Roosevelt in February, 1939, wrote to John 
L. Lewis and William Green, presidents of the two organizations, and 
asked them to end the breach. At the meeting of the C.I.O. and A. F. 
of L. on March 7, 1939, the C.I.O. proposed the following plan of 
procedure : 

1. Not later than June 1, 1939, there shall assemble in the city of 
Washington, D. C., in the hall owned by the Daughters of the Amer- 
ican Revolution, a convention of representatives of cooperation, (a) 

The American Federation of Labor, (b) the Congress of Industrial 
Organizations, and (c) the four brotherhoods in the railroad trans- 
portation field, heretofore independent. 

2. This convention is to organize and dedicate the American Con- 
gress of Labor, designed to supersede and embrace the member.ship 
of the C.I.O. and the A. F. of L., and to include the membership of 
the before-mentioned railroad organizations. The convention will 
outline its objectives, adopt a constitution and elect officers for a term 
of one year. 

3. John L. Lewis and William Green shall not be eligible for elec- 
tion to any office in this convention. The A.C.L. will grant Mr. Wil- 
liam Green a life tenure of his present salary for services rendered. 
The same arrangement will include Mr. Frank Morrison. 

■* 4, The executive board or governing of the A.C.L. will be com- 

posed equally of representatives of the A. F. of L. and the C.I.O. 
with proportionate representation for the four railroad brotherhoods. 
The president of the A.C.L., to be elected by the convention, shall be 
selected from the membership of the brotherhoods, from such types of 
executives as A. F. Whitney, president of the Brotherhood of Rail- 
road Trainmen, and D. B. Robertson, president of the Brotherhood of 
Locomotive Firemen and Engincmcn. 

5. During the year ensuing from the organization of the A.C.L., 
the services of the United States Department of Labor and its con- 
ciliation bureau shall be continuously available for cooperative media- 
tion on all controversial questions affecting overlapping jurisdiction 
or other matters. 

6. To insure the orderly, tranquil and good-faith execution of the 
suggestions herein noted, the President of the United States is re- 
quested to preside at the sessions of the unified ranks of labor, when 
its constituent representatives assemble for the purpo.se of stating 
objectives, electing officers and adopting a constitution. 

The American Federation of Labor countered the C.I.O.’s proposal 
with a request that the negotiations of pending differences proceed 
from the point where negotiations of December, 1937 were left off, a.c 
follows; 
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1. The twelve original A.F.L. unions (which ceded to form the 
C.I.O.) would not apply nor be admitted to the A.F.L. until all matters 
affecting the 20 new C.I.O. unions were adjusted so that the interests 
of all would be cared for concurrently. 

2. That a joint conference committee would be established for each 
of these 20 new C.I.O. and dual or conflicting unions to resolve the 
conflict or to work out a mutually acceptable understanding. 

3. That when these conflicts were adjusted, then the membership 
of the C.I.O. unions would be admitted to the A.F.L. concurrently 
with the 12 original A.F.L. unions. . 

4. That if all other matters were adjusted, the A.F.L. committee 
would consider recommending- the amending of the A.F.L. constitu- 
tion so that the A.F.L. could only suspend (jr revoke a charter of a 
union on direct authority of a convention of the A.F.L. 

5. That a special convention of the A.F.L. would be held within 60 
to 90 days . . . and all affiliated organizations would be entitled to 
representation with all rights and privileges of other A.F.L. unions. 

6. That we would agree to specif}’- certain industries v/here the 
industrial form of organization would apply. 

After much discussion and consideration by the C.I.O., the A. F. 
of L.’s proposals were turned down. Even though President Roose- 
velt again in October, 1939 asked both the A. F. of L. and the 
C.I.O. to settle internal dissensions, the disunity continued. Each organ- 
ization continued its organization drive in competition with the other and, 
in some cases, even set up rival organizations. Differences continued 
until the latter part of 1941 and the first part of 1942, when John L. 
Lewis, as a member of the C.I.O. peace committee, suggested the resump- 
tion of negotiations by the committees of both organizations to find a 
common ground to bring about peace in the organization. Philip Murray, 
the president of the C.I.O., apparently had not been consulted, and as 
Mx, Lewis had resigned as president of the C.I.O. because of his political 
support of IMr. Willkie the year before, the peace conferences were not 
resumed. The result was that President Roosevelt designated a com- 
mittee of three from both the A. F. of L. and the C.I.O. to consult with 
him on all quc.stions relating to labor’s participation in the war effort. 
The C.I.O. also abolished the 1939 Peace Negotiating Committee of 
which IMr. Lewis was chairman. 

I\Ir. Lewis a.sked the C.I.O. to pay back over a million dollars which 
the United Mine Workers had “lent” to it. Much difficulty arose over 
that issue and the C.I.O. ’s support to the Roosevelt administration and 
not to Mr. Lewis. After considerable name-calling between the two 
unions, the U.M.W.A. withdrew, from the C I.O. in September, 1942, 
Mr. Lewis then proposed a joint conference of all labor unions for a 
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united labor front, even though the U.M.W.A. extended its constitution 
so that unions other than miners’ could be taken under its wing. During- 
the turbulent negotiations of new contracts in the coal mines during the 
spring and early summer of 1943, the United Mine Workers applied for 
readmission into the American Federation of Labor. Much discussion 
in the A. F. of L. and delays followed until on May 8, 1944 Mr. Lewis 
withdrew his application. Though attempts at unification were made by 
the C.I.O. and A. F. of L. the first half of 1944 went by without fruitful 
results. 

Railway Brotherhoods and Independent Labor Unions 

Besides the American Federation of Labor and the Congress of 
Industrial Organizations, there are the Railway Brotherhoods and the 
independent unions. 

Coming into existence as mutual benefit and insurance groups, the 
railway unions multiplied wdth overkipping jurisdiction. These many 
unions did not present a unified front until the Brotlierhoods — prin- 
cipally the Engineers, Firemen, Conductors, Switchmen and Trainmen — 
began to cooperate more closely under the Railway Labor Act of 1934 
and succeeding amendments. 

The railway unions supplemented collective bargaining to their benefit 
plan until today they are looked upon as outstanding for good business 
unionism. They have made their demands felt, especially in the railway 
wage disputes of 1943 when the five Railway Brotherhoods cooperated 
to seek the wage increase of eight cents an hour recommended by a 
special board appointed by President Roosevelt, though not aj)])roved by 
the Economic Stabilization Director. A strike vote was passed by the 
unions and President Roosevelt placed the railroads under governmental 
control, while he served as final arbitrator. 

Besides the railway unions there are unions in other industries,^ ^ such 
as newspaper, printing, coal, clothing, steel, hosiery, etc., wlucli luivc 
developed with the growth of these industries and which have taken their 
place in the collective bargaining of this country. 

Though some independent unions did originate as emplor^ee repi'e- 
sentation plans,^^ many had from their start, and still have, no connpction 
with such a plan or with the management. They are bona fide lal.,or 
organizations, both local and national, self-organized and in many cases 


For a description of these see Twentieth Century Fund’s How Collcctivo Bonjalii- 
ing Works, "Ntw York, 1942. 

For a description of Employee Representation, see J. E. Walters, AkpUed Personnel 
Admimstration, New York, John Wiley &; Sons, 1931, Ch, XIII; and' E. R. Bitrton, 
Employee Representation, Baltimore, Williams & Wilkims Co„ 1926. 
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certified by the National Labor Relations Board, which really perform 
the function of bargaining with their employers. 

Some of these independent unions contend that they could and wanted 
to deal with their employers themselves; that they knew the conditions 
in the companies and could do a better job of bargaining themselves with- 
out any “interference” or “domination” by an outside union. They felt 
that they enjoyed the advantages of independence. 

During World War II, labor relations under governmental coopera- 
tion and regulation were such that the independent unions felt they had 
but little representation in governmental labor relations, even though 
they may have been bona fide labor organizations certified by the National 
Labor Relations Board for bargaining with their employers. This led to 
some of these unions becoming federated. On October 2, 3, and 4, 1942, 
a group of independent unions, one of the principal ones being the 
Mechanics Educational Society of America, met in Chicago and formed 
the Confederated Unions of America (C.U.A,), with 150,000 members 
the first months. Within the first six months the membership had grown 
to more than 272,000 per capita taxed members in twenty-seven unions. 

Stating in its preamble that “economic conditions make it necessary 
that all workers join together for tlie protection and promotion of their 
common rights and interests,” the Confederated Unions of America gave 
their objectives and purposes as 

1. To encourage the formation and promotion of labor unions. 

2. To federate such unions into a strong central body for the pro- 
motion and advancement of the interest of these unions and for the 
preservation of their strength and autonomy. 

3. To afford such unions, through affiliated strength, full recog- 
nition and representation on government agencies affecting labor’s 
interests. 

4. To assist its affiliates in protecting and maintaining their inde- 
pendence, gains and achievements. 

5. To provide a clearing house of information, research, material, 
statistical data and publicity for its affiliates. 

6. To aid all affiliates in any way deemed necessary by the Con- 
federation for such affiliates to most effectively achieve their objec- 
tives. 

Many independent unions, realizing the need for federation, readily 
joined with the C.U.A. Important among these was the Interstate 
Copper and Brass W orkers Union, which affiliated with the C.U.A. early 

From letter to the author from Matthew Smith, president, C.U.A., on February 26 , 

1943. 

Constitution of the Confederated Unions of America, 1942. 
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in 1943, In giving to their members the reasons for that ajffiliation, the 
Interstate Union said : 

The question naturally arises, why should we affiliate with anyone ? 
Experience has taught us that while in the past we have enjoyed 
certain advantages through our independence, this condition is no 
longer possible in present day labor relations. 

In order to enable every member of the Interstate Union who be- 
lieves in a democratic labor organization to continue unmolested in 
his choice, it becomes necessary io pool our interests, .our knozvledge, 
experience and numbers xvith other bona fide labor unions zidiosc prin- 
ciples are the same as ours. In doing this, w'e give to others what we 
have and in return we get what they have. By this transaction all of 
us gain. 

We, of the Interstate Union, disagree with certain practices of the 
A.F.L. and the C.I.O. At the same time we must recognize the fact 
that these same people dictate national labor policies and that wc as 
independent labor unions have no say in the matter. These policies 
affect independent union men and wmmen just as much as they do the 
members of the A.F.L. or the C.I.O. Independent unions can no 
longer permit this state of affairs to continue and still expect to re- 
main in existence. Only through an independent federation can w'e 
get the necessary strength to participate in national labor affairs. 

No single independent labor union in this country has the numer- 
ical strength necessary to participate in national labor affairs and we 
are no exception. By affiliating with other bona fide independent labor 
unions, we will be in a position to meet with others on a more equal 
basis and to demand representation and a voice in national labor 
affairs. 

With regard to independent unions, two things should he kept in 
mind: namely, the employer iniist not give any help or advice, and for 
good organization a constitution should be drawn up to show the pur- 
poses, rights, and powers of the organization, particularly indicating the 
right to bargain with an employer in behalf of its members. Bow’ has 
given the advantages and disadvantages of the local, independent organi- 
zation in comparison to the national union. 

Good examples of independent unions are the iMechanic.s Educational 
Society of America with headquarters in J.)etroit and the Interstate 
Copper and Brass Workers Union of Rome, New York, w'ith fourteen 
locals in 1943.^*^ 

The Interstate Review, February, 1943 (Vol. 2, No. 11, 

T. Bow, Independent Labor OrganisaHons and the National Labor Relations .Ici, 
New York, Prentice-Hall, Inc., 1940. 

See printed constitutions of these unions. 
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Although national labor unions have emphasized that independent 
unions should affiliate with the regular national organizations to be 
bona fide labor organizations and that it is not within their rights to form 
an independent union, the independent unions emphasize that workers 
under the National Labor Relations Act are free to refrain from affiliat- 
ing with the constituted labor organization and are free to form their own 
independent group for collective bargaining if they desire. 

Even with conflict between the A. F. of L. and the C.I.O., membership 
in unions grew rapidly from 1935 until the total membership in unions 
was between eleven and twelve million w'-orkers in 1942.^''^ This member- 
ship increased to thirteen million in 1943, and thirteen and three-quarter 
million in 1944. 

The proportion of wage earners under union agreements in January. 
1944 in manufacturing and nonmanufacturing industries is giver? 
below A® 


Manufacturing 
Almost all 

Aluminum fabricating 
Automobiles and parts 
Breweries 

Clothing, men’s, including furnish- 
ings and excluding hats and caps 
Furs and fur garments 
Glass — flat, pressed, and blown 
Nonferrous metals — smelting, re- 
fining 

Shipbuilding 
Steel, basic 

Large proportion 

Agricultural machinery 
Aircraft engines, propellers, as- 
sembly, and parts 
Clocks and watches 
Clothing, women’s 
Coke and byproducts 
Electrical machinery, including 
equipment and appliances 
Glass containers 


Nonmanufacturing 
Almost all 

Actors and musicians 
Airline pilots and mechanics 
Coal raining 
Longshoring 

Motion-picture production 
Railroads — freight and passenger, 
including shops and clerical 
Telegraph service and maintenance 


Large proportion 
Bus and street car, local 
Construction 
Iron mining 
Maritime 
Radio technicians 
Theaters — stage hands and motion- 
picture operators 
Trucking, local and intercity 


For division of memberships in A, F. of L. and C.I.O., from 1900 to 1933 see Post 
War Employment Opportunities, New york, National Industrial Conference Board, 1944, 
pp. 21-22 ; also see Business Week Report, September 26, 1942. 

“Extent of Collective Bargaining and Union States, January, 1944,” Monthly Labor 
April, 1944, pp. 697-705. 
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Manufacturing 
Large proportion {coni' d) 

Jewelry and silverware 
Leather tanning 
Machinery, excluding machine 
tools 

Meat packing 
Millinery and hats 
Newspaper printing and publishing 
Nonferrous metals — alloying, roll- 
ing, drawing, except aluminum 
Paper and pulp 
Rayon yarn 
Rubber products 
Sugar, beet and cane 

About half 
Baking 

Book and job printing and pub- 
lishing 
Cement 
Cigarettes 

Flour and other grain products 
Furniture 

Gloves — leather, cloth, and knit 
Flosiery 

Leather products 
Lumber 
Machine tools 
Petroleum refining 
Pottery, including chinaware 
Railroad equipment 
Shoes, cut stock and findings 
. Steel products 

Stone, concrete, gypsum, and plas- 
ter products 

Woolen and worsted textiles 

Moderate proportion 

Canning and preserving foods 

Chemicals 

Cigars 

Clay products, structural 
Confectionery products 
Cotton textiles 
Dairy products 
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Nonmanufacturing 


About half 

Bus lines, intercity 
Nonferrous-nietal mining 


Moderate proportion 
Barber shops 

Building servicing and mainte- 
nance 

Cleaning and dyeing 

Crude petroleum and natural gas 

Fishing 

Hotels 
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Manufacturing Nonmanufacturing 

Moderate proportion (confd) 
Laundries 
Light and power 
Newspaper offices 
Nonmetallic mining and quanying 
Retail trade — food stores and res- 
taurants 
Taxicabs 

Telephone service and maintenance 

Very fezv 
Agriculture 
Beauty shops 

Clerical, technical, andprofessional 
employees, excluding transporta- 
tion, communication, theaters, 
and newspapers 
Domestic service 

Retail trade, excluding food stores 
and restaurants 
Wholesale trade 

Types of Labor Unions 

As labor unions are the product of their past, their history and growth 
determine their objectives, character, and types. Let us examine these 
types, character, and objectives of labor unions. 

Unions may be classified by their structural nature into craft, trade, 
industrial or labor unions. 

The craft union consists of members of one craft, such as carpenters, 
bricklayers or machinists. Craft unionism has been sponsored by the 
American Federation of Labor since the beginning of that organization. 
The Federation has emphasized that the interests of the workers are 
best maintained by adhering closely to the organization along craft lines. 
Skilled workers in the same craft are more closely knit because of the 
similarity of their expertness, knowledge, skill, and interests which 
bind them together more firmly than the unskilled who have no particular 
proficiency. The pride of workmanship promotes solidarity among 
craftsmen. The Federation often points to the failure of the Knights of 
Labor to show that solidarity cannot be maintained by trying to interest 
all types of labor. 

A number of craft unions may be organized into a trade zmion, such 
as the Painters and Decorators Union. 


Moderate proportion (confd) 
Dyeing and finishing textiles 
Paper products 
Silk and rayon textiles 
Toys, sporting and athletic goods 


Very few 
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An industrial union is a union of the workmen in an industry, such as 
the miners in the United Mine Workers of America and the steel workers 
in the United Steel Workers of America. Industrial unions contend that 
organization by industries, such as steel, automobiles, and other mass- 
production industries, is the logical way that the employer can be dealt 
with effectively in order to present a unified, solid front for bargaining 
collectively with strong employers’ organizations. Also, since each indus- 
try is made up of many trades with a small number of workers in each, 
it is difficult to form strong locals of the trade unions with such varied 
interests ; it is difficult for one craft to strike without the support of the 
others. Hence, with a number of crafts, unified projects cannot be 
undertaken. The industrial unions point out that the Knights of Labor 
failed because production was not organized by industries at that time. 
In recent decades that production has become organized in mass-produc- 
tion industries; therefore, union organization by industries is essential 
now in order to meet the changing industrial needs, which was not the 
case at the time of the Knights. 

In an endeavor to broaden the labor movement, some unions have 
attempted to organize all labor into one general labor union. The Knights 
of Labor included unskilled, semi-skilled, craft, trade, and industrial 
unions. It is contended by general labor unions that all labor presents 
even a more unified labor front in opposition to the employing or capi- 
talistic class than do the industrial unions, and prevents the possibility 
of jurisdictional disputes along trade and craft lines. Examples of gen- 
eral labor unions are the Knights of Labor and the Industrial Workers 
of the World. 

Character of Labor Unions 

Though unions may be organized according to craft, trade, indttstrial, 
or labor in general, their functional characters can vary greatly. Unions 
have been classified as: the straight business, uplift, or revolutionary 
type.^^ 

The straight business union is usually trade or industrial conscious 
and is not class conscious. It emphasizes its own business of obtaining 
higher wages, shorter hours, better working conditions, and other of its 
own business functions such as benefit plans, etc., to be carried out on a 
businesslike basis for the improvement of its members rather than for 
the promotion of the uplift of labor in general. Most unions today are 
business unions. 

The uplift union, such as the Knights of Labor, strived to improve 
the intellectual, moral, and social status of the workers as a group or as 

See selected references for this chapter, especially R. F. Hoxie, Trade Unions in 
the United States. 
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a class. This type of union has emphasized the struggle of the workers 
as a class against the employers or capitalists. Legislation and govern- 
mental regulation to improve labor’s status has been encouraged along 
with the feeling that labor must organize as a class and fight as a class 
in order to raise itself above its own level. 

The revolutionary union, such as the I.W.W., believed in direct action, 
in the overthrow of the present wage system and the direct organization 
of the means of production by the workers themselves, or by the govern- 
ment, with labor itself owning and managing them. 

Many contend that the type of union is secondary to its functions, that 
unions are functional in nature and should be considered in terms of the 
ends to be accomplished, rather than structure. Others contend that the 
important factor is the nature of its functions and what it accomplishes, 
and not how the union is organized. It is emphasized that all students of 
unionism should look to the ends and the union’s functions, rather than 
to the general nature. 

Objectives of Labor Unions 

The general, functional objectives of the labor movement might be 
stated as follows : to raise the standard of living economically and socially 
by increasing wages, decreasing hours, improving working conditions 
and providing security of employment. Each union objective is not 
separate and distinct from the others. 

Increasing Wages. — From the general point of view, the worker’s 
standard of living is judged by how much he can buy with his wages. 
Although a worker may receive a higher wage one year than the year 
before, his standard of living may not be raised if the cost of living (the 
prices which he pays for food, rent, etc.) has increased an equal amount. 
A worker’s standard of living, or real wages, actually can be decreased, 
even though he may have an increase in money wages, if that increase is 
less than the relative increase in prices. The worker strives to improve 
his standard of living through increasing his purchasing power or real 
wages. There has been much contention in recent years that labor’s 
wages represent the principal purchasing power of the country, and that 
the higher these wages the greater the purchasing power, and, therefore, 
the greater the standard of living in general. So the union strives for 
this higher standard of living in the hope not only of increasing the pur- 
chasing power but also of raising the level of labor in general. Wages 
and hours are discussed in detail later. 

Labor’s demand for higher wages is promoted first through the estab- 
lishment of minimum wage levels and then through increasing that mini- 
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mum wage. The union emphasizes that the wage level which an em- 
ployer will pay is based upon the lowest wage paid because the employer 
will tend to hire the person whom he can obtain at the lowest wage, 
and in the long run the wages of all will tend to conform to that lowest 
wage. The union contends that the employer will try to strike the best 
bargain ; and that if he can secure a worker whose skill is good enough 
to do the job at less, the tendency will be to take the worker demanding 
the lowest wage. Therefore, it behooves the union to raise the lowest 
paid worker by setting a minimum. 

The union also contends that the minimum wage will eliminate those 
workers who are incapable of earning the standard rate and who should 
be pensioned or provided for in some way. By eliminating the ineffi- 
cient, the union contends that the volume of output will be increased by 
maintaining the more efficient worker. Then the minimum wage can be 
increased because of the higher efficiency of the poorest worker. In- 
creased efficiency in the plant should reduce the unit cost of production. 
Because higher wages provide a better standard of living, the worker’s 
efficiency will be higher. Therefore, a higher wage will be warranted 
without increasing the unit cost of production or the price to the con- 
sumer. 

Unions strive to establish a standard rate for a standard output. The 
employer then knows his costs for labor and he can base his prices upon 
a fixed unit cost of production. Unions contend that if the employer does 
not have a standard rate, competition will force him to cut labor costs 
at the expense of the workers’ wages and standard of living, and, in some 
cases, the workers’ actual living itself. Unions emphasize that the de- 
crease in cost wherever possible should not be taken out of that upon 
which the woi*ker has to live. Unions do not consider labor as a com- 
modity. The standard wage and minimum wage also tend to eliminate 
competition between employers. If two employers have the .same stand- 
ard of wages or cost of labor, then competition will not rely upon de- 
creasing wages in the labor market to decrease costs. Unions also contend 
that just as management hat found in recent years that high wages can 
reduce the unit cost of production, so does the union principle of standard 
wage and minimum wage make possible. a decrease in unit cost of pro- 
duction by increasing efficiency. 

Decreasing Hours. — Similar to an increase in wages, labor looks to 
a decrease in hours and the elimination of the “speed-up” to reduce the 
unit cost of production. The contention is that as much can be. produced 
in the shorter time as in the longer period, within limits, of course, 
because of the increase in efficiency caused by the shorter hours. The 
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greater leisure gives relaxation and, in the end, prolongs the length of 
the life of the worker and increases his efficiency while he is at work. 
With the introduction of machinery and the improvement of scientific 
processes, labor contends that it has been a large factor in the increase 
of production and, therefore, should receive the benefit of its increased 
production and efficiency. It is believed that the increased efficiency of 
the few means less wages and work for all. 

Improving Working Conditions. — ^Unions contend that they are the 
.hi.storical product brought on by the conditions under which they work 
and have developed. They believe that they can improve their position 
only by changing or controlling those conditions which have made their 
ideals and actions what they are. 

Another argument for improving working conditions is that by having 
better working conditions, the workers’ efficiency will be increased and 
by that increase provide the funds necessary for improving the working 
conditions, and so the cycle goes. The unions feel that these general 
objectives of labor will be accomplished only by the national and inter- 
national unions with the immediate objectives of organization — collective 
l)argaining, the closed shop, and the checkoff, etc. 

Employment Security. — ^Unions’ efforts to assure employment 
security to their members are described more in detail later. 

Other Union Desires. — Besides some of these things, the unions 
want especially managements to stop being anti-union, using union 
spies,-® maintaining black lists, employing unwarrantedly injunctions in 
labor disputes, maintaining strike breakers, and trying to use yellow dog 
contracts. 

Ways and Mpans of Accomplishing Union Objectives 

Labor unions have definite means of accomplishing their objectives 
which in reality become objectives of many unions in the early stages of 


organization. Some of them are : 


1. Organization 

7, Handling grievances 

2. Recognition 

8. Checkoff 

3. Collective, bargaining 

9. Vacations 

4. The written agreement and 

10. Strikes 

union methods of enforcement 

11. Arbitration 

S. The closed shop 

12. Other conditions of employ- 

6. Seniority 

ment 


See “Hearings Before a Subcommittee of the Committee on Education and Labor, 
Juiicd St.-ite-s Senate, Pursuant to S. Res. 266, 74th Congress,” Washington, Government 
Printing OtVu-e, 
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Organization. — Because employers are organized into corporations 
and corporations into employers’ associations, the individual worker 
does not have the power to bargain with his employers because they can 
discharge him. The worker’s bargaining power is not equal to his em- 
ployer’s unless he is backed by a strong organization which can compel 
higher wages, shorter hours, and better working conditions. Realizing 
that “in union there is strength,” the labor organization emphasizes that 
a group of workers solidly organized is stronger than one or manv 
employees working individually for individual objectives. 

Since they wish to improve the standard of living, they feel that they 
can raise that standard only through organization and bargaining collec- 
tively on an equal basis with the employer. 

In starting a new union, the first .objective is to obtain as complete an 
organization as possible. T]ie National Labor Relations Act gives em- 
ployees the right to organize without any interference Iw employers. 
That right is protected by the law. Before collective bargaining or any 
of the other objectives can be accomplished, some sort of organization 
must exist. A procedure for organizing a union, as suggested by a 
responsible union, is summarized as follows: 

Before organizing in a new place, it is first necessary to survey the 
situation and to get to know as much as possible about the industry 
itself and then about the workers. The organizer makes use of all 
the informational resources in the community — newspapers, trade 
papers, Ayer’s Directory of Newspapers and Periodicals, Chamber 
of Commerce bulletins, other unions in the town, etc. In short, he 
gets the “feel” of the town and learns the general attitude of the 
people toward unions. If possible, he tries to get the cooperation 
and approval of someone who is highly respected in tlie community 
and thus sway public opinion. 

The work of building the union starts when the organizer makes 
contact with the workers. This is done by striking up accpiaintancc 
with them at eating places, at social gatherings, or even by applying 
for work in the shop. Pie then proceeds slowly so as not to arouse the 
antipathy of the workers, but rather to make them union-conscious, 
lie finds out their grievances and points out how such problems have 
been taken care of by unions in other places. Then as the campaign, 
spreads, the organizer calls on workers at their homes. He distributes 
leaflets comparing actual conditions to union standards. Through- 
out these preliminaries he uses no organization methods which would 
identify the sympathetic worker lest he be fired by the umsympathetic 

rr ^ summary was International Ladies Garment Workers Union 

Handbook of Trade Union Methods (Education Department), 1937. Also see tlie 1 uil-- 
tms of the United Steel Workers of America. 
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employer. The organizer’s attitude is friendly and understanding', 
his promises modest rather than utopian. His evident sincerity of 
purpose should win the workers over. 

When enough workers have been won over to union ideas, formal 
application is made to the national (or ii^ernational) union for a 
charter. A shop committee is then formed, and specific demands to 
be presented to the employer are drawn up. The first important thing 
for the new local is to gain recognition as bargaining agent, if pos- 
sible. A general meeting is held to agree on demands and alternatives 
if the employer refuses to deal with the committee. In this meeting 
a general review of the local situation is given, as well as the purpose 
and accomplishments of unionism. Workers are given an opportunity 
to express their opinions and to join the union. 

Often an employer tries to avoid union regulations by leaving the 
city in order to exploit unorganized local labor at low wages. These 
runaway shops present a special problem in organization since the 
union is faced with educating raw, unskilled workers to the need 
for adequate labor standards and of trade organization. 

Organizing work is not complete once a locality has been union- 
ized. New workers must be unionized — this is particularly true in 
places with a rapid labor turnover. Organization work is necessary 
in order to keep agreements in force when membership has dropped. • 
The prcw-ence of a union tradition is an important aid to union activi- 
ties. Once a union has been organized, the thing of prime impor- 
tance is to maintain that organization. Compromise on certain, 
demands is better than losing and thus having the union disintegrate. 

There are special organizational problems according to size of 
city, sex, age, skill, nationality, religion, and race. Individual differ- 
ences must be allowed for without treading on the toes of others. 
Stereotypes, discrimination, and prejudices must be met with. 

The foregoing tells how one good union suggests that a new local 
union .should be organized. Upon and after organization, a local union 
should operate democratically. 

Figure 1 shows the typical organization of a well-functioning, demo- 
cratic, local union within the confines of the union itself. From this 
chart the source of all power within the democratic union comes from the 
union members- -the wGrker.s. In each union where democracy exists, the 
i.tfticers of the uuitui receive their power from the majority of individual 
members. The employees elect shop stewards,, departmental stewards, a 
chief shop steward, president and other officers by secret ballot and grant 
power to those representatives through a constitution, bylaws, and voting 
by .secret ballot. 

Some persons may contend that this chart is upside down and that 
the local nnion has its power from the national or international union. 
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Although in a responsible, democratic organization the union officials 
are servants of workers and obtain their power from them, in actual 
practice some union leaders assume dictatorial power and democracy 
ceases. One thing John L. Lewis does constantly is to obtain the ap- 
proval of the policy committee of the United Mine Workers, who are 
elected by the locals, before any important decision is made for them ; 
though some contend that this is mere form for Mr. Lewis. Unions 
should be more responsible and more democratic. 



Figure 1. Typical Organization of a Well-Functioning Local Union 
Within the Confines of the Union Itself 


Some union officials may usurp this power from the workers, l)Ut 
democratically their power conies from the majority. The democratic 
organization of a union is the reverse of the typical management organi- 
zation chart where the employees are at the bottom of the organization 
and obtain their rights and privileges and orders from the president 
through the general manager, superintendents, and foremen. ]\Iore 
democracy in industry may be the best and lasting method of solving 
both management and labor’s industrial relations problems. 

The organization of the union must be correlated witli the manage- 
ment organization in order to accomplish the functions of both labor and 
management. This correlation of labor and management in an organiza- 
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tion of a single company and one operating more than one plant is given 
in chart form by Cooke and Murray 


Recognition. — The first objective of the union after organization is 
recognition of the union, which can be accomplished only by a meeting 
between the management and the union. The union has access to the 
National Labor Relations Board to support its claim of recognition, pro- 
vided it has the majority of employees in the proper unit of the organiza- 
tion. In some cases, an election may cause a sufficient number of em- 
ployees to vote for the union to make the majority and assure definite 
recognition. In the past many employers have recognized the union in 
one form or another without going to the Labor Board. 

Collective Bargaining. — ^After recognition, the first step of the union 
is to bargain collectively in order to obtain its objectives in a written 
labor agreement with management. Collective bargaining is defined in the 
Employment Relations Act of 1939 of Wisconsin as follows ; 

“Collective bargaining” is the negotiation by an employer and a 
majority of his employees in a collective bargaining unit (or their 
representatives) concerning representation or terms and conditions of 
employment of such employees in a mutually genuine effort to reach 
an agreement with reference to the subject under negotiations. 

Though collective bargaining is not defined in the National Labor 
Relations Act, that Act established collective bargaining as a national 
policy and the meaning and proof of collective bargaining are left to the 
National Labor Relations Board as shown by the facts in the cases coming 
before it. From the decisions of the. Board, the opinions of the Supreme 
Court, and the Act itself, the author has endeavored to define collective 
bargaining as follows : 

Collective bargaining is the negotiation in good faith between an em- 
ployer, or his chosen representatives, and his employees as a group, or 
the representatives chosen by the majority of his employees, for a writ- 
ten agreement on wages, hours, and other basic conditions of employ- 
ment. 

If we analyze this definition, we can find then that collective bargain- 
ing involves : 

1. Negotiation in good f aim. 

2. Negotiation between the management or its representatives and 

the majority of the employees or their representatives. 

“2 Morris L. Cooke and Philip Murray, Organised Labor and Production, New York, 
Harper & Bros., 1940, pp. 78, 79. 
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3. A written agreement, if there has been a meeting of minds as to 

the conditions of agreement resulting from collective bargain- 
ing. 

4. Consideration of wages, hours, or other conditions of employment. 

The Act does not stipulate what the resulting conditions of collective 
bargaining shall be. It does not impose upon the employer acceptance of 
the terms which the employees propose. But based upon the decisions of 
the Board, it seems to place as a final objective that the employer and his 
employees, or their representatives, shall negotiate in good faith. If there 
is an agreement on w’ages, hours, and conditions of employment, the 
Board has held that a written agreement is a part of collective bargaining, 
because a written document between two parties to an agreement is con- 
sidered good business practice. 

“Good faith,” from the viewpoint of union officials, may be determined 
from the statement of principles of union-management relations as given 
by Golden and Ruttenberg.^^ The basic needs of the workers that must 
be considered in any bargaining are outlined by them as follows : 

The basic needs of the human beings who make up American 

industry’s working force are threefold: 

1. Economic — an adequate plan of living and the necessary 

amount of job 'and wage protection. 

2. Psychological — the personality needs of freedom of action, 

self-expression and creative outlets. 

,3. Social — the ties and bonds of group relations and community 
life. 

In negotiating and enforcing agreements, in a typical situation unions 
emphasize the following : 

In all bargaining, the union usually presents two kinds of demands — 
cardinal or essential demands, and bargaining demands on which they will 
agree to accept a compromise. 

The shop chairman, who is elected by the workers in a shop from 
among their own number, is the members’ most immediate point of con- 
tact with the union. It is the shop chairman's duty to collect dues, sec 
that members attend meetings, foster friendly relationshii)s, etc. He takes 
up with the employer all complaints submitted Ijy the workers. W'ork- 
ing closely with him is a shop committee, ‘representing the various crafts 
in a shop. 

Clinton S. Golden and Harold J. Ruttenberg, The Dynamics of Industrial Democ- 
racy, New York, Harper & Bros,, 1942, p. xxiii. 

Ibid., p. 6. 

See International Ladies Garment Workers Union, Handbook of Trade Union 
Methods, 1937, as an example. 
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The next in line is the business agent, who has supervision over a num- 
ber of shops. He is employed by the union and has more authority than 
the shop chairman since he is not dependent upon a job in tlie shop for his 
livelihood. He visits the shops at frequent intervals to adjust disputes 
and grievances. 

Tliere is usually a complaint department in the joint board of the 
union to which the shop chairman reports, and which then refers the 
complaint to the proper business agent. 

The union believes that these foregoing principles and, in fact, col- 
lective bargaining itself will be weak unless they are backed by an organi- 
zation strong enough to bargain equally with the employer. Therefore, 
the union’s definition of collective bargaining would be the negotiation in 
good faith between the wmowT agents' and the employer, of a written 
agreement on wages, hours, and conditions of employment. The only 
change in the definition is that the union believes that it is the only logical 
and best representative of the employees ; that the company union is 
dominated or influenced, by the employer ; and that the employee under 
the company union does not have the power to force an employer to bet- 
ter terms. 

The relationship with management should always be such that the em-' 
ployer has confidence in the word of the union representatives and respect 
for their knowledge about the industry. Often when a deadlock is reached 
in the negotiations, some third party may enter into the situation and tr})- 
to settle the dispute either by mediation or by arbitration. 

It is well to remember that, from the union’s viewpoint, the main- 
taining of the organization of the union is of utmost importance. In 
signing a labor agreement it is often found that a compromise is better 
than holding out, which in some cases might tend to weaken the union 
organization. 

The Written Labor Agreement and Its Enforcement. — ^The labor 
contract itself is a formal agreement between the union and the employer, 
covering rates of pay, hours, method and time of wage payments, adjust- 
ment of grievances, etc. The union strives to reach a written collectively 
bargained agreement on a businesslike basis similar to any other recog- 
nized business transaction. All definite, legal, and regular business trans- 
actions, are usually carried on in writing; therefore, the union contends 
that it is only logical and businesslike to put labor contracts reached 
through collective bargaining in writing. A written collective agreement 
is the union's objective to prevent arguments and difficulties from occur- 
ring at a later time over what might have been said in a verbal agree- 
ment. 
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Thousands of union agreements are in force. Their contents may be 
judged from the subheadings of the written agreements based upon years 
of negotiation between two unions and their employers as follows : 

1. The Uniform Labor Agreement between Wej^erhaeuser Timber 
Company, Pulp Division, Longview, Washington, and the International 
Brotherhood of Paper Makers and International Brotherhood of Pulp 
Sulphite and Paper Mill Workers contains the following subjects ; Gen- 
eral Purpose of Agreement ; Recognition ; Mills Affected by Agreement ; 
Term of Agreement and Modifications; Jurisdiction; Interruption of 
Work; Plolidays; Wages; Hours of Work; Definitions ; Day.s Off; Al- 
lowance for Failure to Provide Work; Call Time for Day Workers; 
Call Time for Tour Workers ; Other Calls ; Starting and Stopping Work 
of Tour Workers; Starting and Stopping Work of Day Workers; 
Causes for Immediate Discharge; Bulletin Boards; Safety; Adjust- 
ments of Complaints ; Appeal from Discharge or Suspension ; General 
Provisions Regarding Appeals. 

2. The Appaladuan Agreement between Operators’ and Producers’ 
Associations and the United Mine Workers of America contains : Maxi- 
mum Hours and Working Time, Overtime,' Holidays, Basic. Tonnage 
Rate, Checkweighmen, Boys, Exemptions Under This Contract, Man- 
agement of Mines, Mine Committee, Settlement of Disputes, Discharge 
cases, Illegal Suspension of W ork, Irregular Work, Preparation of Coal 
and Mining -Practice, Safety Practice, Engineer and Pumpers’ Duties, 
Shifts, Pay Day, Coke and Cleaning Plants, INliscellaneous Provisions.-*' 

Unions consider that exemplary labor contracts are those of the Ford 
Motor Company, the Weyerhaeuser Lumber Company, the Coal Oper- 
ators’ and Producers’ Association, and others. 

Labor contracts will vary according to the nature of the companies, 
the managements, and the unions. They will also depend on the spirit of 
the contract — whether it was negotiated “technically” or from a spirit of 
respect and good faith. Some managements have tiieir lawyers negotiate 
and write contracts and hold to ‘‘technicalities” of 'wording or legality of 
the literal phrasing rather than a spirit of confidence. One emplo\'er, who 
has “contracted” with his union in good faith, considers the spirit of liis 
labor contract similar to that of a “marriage contract.” Good faith is 
especially important in making a labor contract, as will be mentioned 
more fully later. 

For selected paragraphs and contracts, see Collective Bargaining Contracts, Bureau 
of National Affairs, Washington, D. G. ; Union Agreement Provisions, U. S. Department 
of Labor, Bureau of Labor Statistics, Wa.shington, D. C., Bulletin No. 686 ; Report of 
Investigation of Collective Bargaining Agreements, Bureau o'f Personnel Administration, 
Ne^Y York, 1940 and 194] ; for discussion of labor contracts .see E. Lieberman, The Col- 
lective Labor Agreement, New York, Harper & Bros.. 1939. 
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In starting negotiations of a new labor contract, the union may submit 
its draft of the contract first, after having taken up the requests with the 
members of the union. Then negotiations start and the management sub- 
mits what changes it wants. Negotiations continue until agreement is 
reached. 

Labor unions consider the labor contract as the statement of its final 
working arrangement between the management and the union. It is the 
constant reference point from which the spirit of good faith starts. 
Unions consider their labor contract supremely important. 

John L. Lewis emphasized the importance of a labor agreement in 
1943 when he said the miners would not “trespass” on the operators’ 
property without a contract. 

The Union or Closed Shop. — In addition to organization, recogni- 
tion, and collective bargaining, unions also seek certain things which will 
aid in obtaining their demands. They usually want a closed or union 
shop to make it possible to strengthen their demands. 

The signing of a union shop agreement with a checkoff provision by 
the Ford Motor Company in 1941 increased the demand for this type of 
labor agreement. The unions are highly desirous of solidifying their 
positions through closed shop provisions. Bargaining procedures must, 
of course, be governed largely by local circumstances. When demands 
were first made upon many companies for some form of closed or union 
shop, unions were told that there was absolutely no possibility of obtain- 
ing such a provision. In the heat of discussions about the closed, shop 
between union and management bargaining groups when much is at stake, 
the parties may speak emotionally rather than rationalh^ As these de- 
mands were repeated, pros and cons of the closed shop were discussed at 
length ; and an effort was made to preserve a friendly atmosphere around 
the bargaining table by informing union representatives that manage- 
ment was keeping an open mind on the question, but felt that the dis- 
advantages outweighed the advantages. There are arguments for a closed 
shop, in spite of the j^oints that might be advanced against it by some 
employers. 

Since it is inevitable that collective bargaining agencies will present 
closed shop demands, a review of the variations and the reasons for the 
closed shop or union shop should be helj^ful. Whether or not any or all 
of the points in the following list can be used in bargaining will depend 
upon the labor situation at the time the bargaining takes place. They 
have been used already in meetings of bargaining committees of unions 
and managements in various industries. Unions contend that as the laws 
passed by the maj ority restrict individuals within those laws, so themnion 
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or closed shop voted in secret ballot by the majority should bring the 
individual employee’s actions within that majority rule. 

Variations o£ the Closed Shop. — ^\^ariations in the degree of the 
closed or union shop exist today. Unions, especially the industrial type, 
prefer the term “union shop” or “preferential shop” to that of “closed 
shop.” Some of these variations are the preferential miion shop, the 
union shop, and the closed shop. 

1. In a preferential union shop each new employee becomes a member 
of the union within a specified period ; the collection of dues and the keep- 
ing of each employee in good standing is the responsibilit}* of the union ; 
old employees are free to join or not to join the union, or to keep in good 
standing at their own discretion. A sample clause of a contract of this 
type of preferential union shop is that of the A.B.C. Corporation, as 
follows : 

In view of the fact that a substantial majority of all employees of 

the Corporation’s plant are members of the Union, 

the Corporation agrees that it will not employ any new employees 
beyond a period of ninety (90) days from the date of hiring, unless 
they shall theretofoi*e have become members of the LTnion; provided, 
however, that if at the end of said period the membership of any such 
new employee is being withheld by the Union pending consideration 
of the application of such employee for membership, the Corporation 
shall not discharge such employee until the Union has notified the 
Corporation that the application has been rejected. All new employees 
shall be advised of the foregoing arrangement at the time of their 
hiring. 

2. In a maintenance of membership, shop employees wlio were mem- 
bers on a specified date must remain in good standing as a condition of 
employment, but old employees who have not joined the union can retain 
their jobs without belonging. New or old employees who join the utiion 
subsequent to the agreement must maintain good standing or lose their 
jobs. 

A maintenance of membership clause was approved by the National 
Defense Mediation Board in the settlement of the North American Avia- 
tion Company case in 1941, as a compromise between the open and closed 
shop. Under this clause, the membership of the union remained as it 
was on a certain date and nonunion members were not required to join. 
An extract from the North American contract with reference to this 
follows: 

Any present employee who on May 1, 1941 was a member of the 
unfon, or who has become a member of the union since hlay I, 1941, 
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shall, as a condition of continued employment, maintain membership 
in good standing; and any employee who hereafter, during the life of 
this agreement, becomes a member, or is reinstated as a member of the 
union, shall, as a condition of continued employment, maintain mem- 
bership in good standing. 

The National War Labor Board, taking up the maintenance of mem- 
bership shop as a pattern for its decision on April 20, 1942, requested the 
Federal Shipbuilding Sl Drydock Company to grant a maintenance of 
membership to its union. The unions of the International Harvester 
Company were given a maintenance of membership, subject to ratification 
by the union membership, similar to that of the Walker-Turner Company 
of Plainfield, New Jersey. The “Little Steel” decision and similar deci- 
sions by the War Labor Boai'd set the pattern of the Board on this issue. 
By July 1, 1943 the Board handled 246 cases involving union security. 
Maintenance of membership was directed in 85% of the cases involving 
this issue, and in 7% it was denied. 

The War Labor Board contended that a maintenance of membership 
clause does not take away from the individual employee his freedom of 
choice to belong or not to belong to the union, as follows : 

The maintenance of membership clause docs not require any 
worker>"at any time, to join the union. It does not require the com- 
pany to employ only members of the union and is, therefore, not a 
closed shop. It does not require employees who haveTeen hired by the 
company to join the union and isi therefore, not a union shop. It does 
not require the company to give preference in hiring to members of 
the union and is, therefore, not a preferential union shop. It does not 
require any old employee, any new employee, or any employee what- 
ever to join the union at any time. ... 

The freedom of choice of the individual worker is protected 
against any coercion of a worker into membership in the union. In 
addition, the individual’s right to work is safeguarded by a clause in 
the board’s order. Under this clause a member of the union may with- 
draw from the union by not maintaining his good standing. In such 
case he must, as a condition of employment, continue to pay his finan- 
cial obligations to the iinioii for the duration of the contract, which 
has little more than a year to run. A member of a club has no more 
freedom and no lighter obligation. No member of the union need 
ever be discharged under this provision except by his own choice. 

3. Under the union shop all employees must be members of the union 
\ a good standing as a condition of employment. The employer makes his 

Bi-yce M. Stewart and Walter J. Couper, Maintenance of Union Membership, N'ew 
York, Indu.strial Relations Counselors, 1943. 
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own selection for hiring-, but the new employee must join the union within 
a specified time. The union collects dues and each new employee, after 
the specified time, must be a member of the union. 

As a variation of this union shop, the employer may collect the dues 
by a checkolf. 

4. In a closed shop all employees must be union members and new^ em- 
ployees are selected from the membership of the union (the union hiring 
hall), and the employer collects dues by the checkoff from the pay of the 
employees. An example of a closed shop is given in the following extract 
from the agreement between the Ford Company and the C.I.O. : 

It is a continuing condition of employment with the Company 
that employees covered by this agreement, both present employees 
and new employees, shall be and remain good-standing members of 
the Union. Persons losing their membership in the Union shall not 
be retained in the employ of the Company. 

Present employees who are not now members of the Union must 
become members within thirty (30) days from the date thereof. 

Variations of the closed shop have been suggested. One of these is 
the Agency Plan,^® under which all employees vote to check off dues to 
the union which acts as their agent in obtaining better wages, hours, and 
working conditions for them. The employees then do not have to belong 
lo union, attend meetings, etc. They are free, except to pay the agency 
fee. 

To considerable contention that under the closed shop the individual 
employee or the minority has no or but few rights, the union says that in 
our democracy the minority has to obey the laws which the majority 
pass ; therefore, the minority should obey the rule or “law” of the union 
on the closed shop passed by the majority. 

Arguments for the Closed or Union Shop. — Many arguments still 
exist about the closed shop. In one company ten of the principal ones 
were prepared and discussed at length by many persons. They were then 
rewritten again and again for clarity and definiteness by those directly 
concerned. The resulting reasons for the closed shop are : 

1. Establishes democratic government within the union. With union 
membership required as a condition of employment, attendance at union 
meetings can be made compulsory by levying fines for absence or by 
ruling that unexcused absence means loss of good standing in the union. 
Full attendance at union meetings means full participation in the control 

2*^’ An example of the Agency Plan is that of the P. Lorillard Co. and the International 
Tobacco Workers Union (New York City). 

20 Arguments against the closed or union shop will be given in Chapter 3 , the “Man-' 
agement of Pei'sonnel Relations.” 
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of the union by all employees, thereby preventing an active minority from 
taking control into their own hands. 

2. Eliminates petty grievances. When union membership is voluntary, 
a shop steward is obliged, in order to retain membership of an aggrieved 
employee, to attempt to obtain satisfaction from management for the 
employee even though the grievance is recognized by the steward as petty 
or unreasonable. With a closed shop, the steward could advise such an 
employee that his complaint was not of a nature to warrant his inter- 
ceding with management. The employee would be forced to abide by 
the steward’s decision because he could not drop out of the union and 
retain his job. Thus, the union, under closed shop operation, has the 
power to eliminate many grievances which, under open shop conditions, 
cause annoyance and waste time for supervision. 

3. Ends frequent demands for concessions. When union member- 
ship is voluntary, the union is continually faced with the necessity of 
obtaining concessions from management in order to prove to the em- 
ployees the value of their organization and to hold their membership. 
This necessity is eliminated when union membership is a requisite of 
employment, 

4. Eliminates factional strife. When a single union is established, 
with all employees members, and the status of that union is assured, 
unity is obtained. 

5. Improves discipline. Since all employees must be union members, 
and therefore answerable to union officers, the union can be held respon- 
sible for actions of employees. 

6. Increases workers’ interest in job and feeling of responsibility for 
job. With the status of the union assured and the need for organizers 
to solicit or retain members by criticizing management removed, the 
union can concentrate on cooperation with management for the best 
interests of both emplo 3 ^ees and company. The emplor^ees feel that they 
have a voice in determining working conditions, and this leads to a feel- 
ing of greater responsibility. 

7. Eliminates radical control. Usually less than 10% of all employees 
are radicals, the rest being normally quiet-living, reasonable individuals. 
This 90%, however, is prone by its very nature to take little or no part 
in union organization or control, while the radical 10% is rapidly inter- 
ested in such matters. As a result, with an open shop, the more conserva- 
tive group, by taking no part, permits the radical group to comprise a 
majority of those attending meetings and thus control to a large extent 
the policies of the union. Under closed shop operation, the entire body 
of employees takes an active part, and the group of radicals is so small 
a minority as to have no influence. 
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8. Prevents the sharing of union-obtained benefits by nonunion em- 
ployees. A source of annoyance to union members, and a cause of many 
hard feelings among employees is a feeling that nonmembers receive 
benefits in wages, hours, and working conditions without contributing 
to the support of the organization through which these benefits were 
obtained. The phrase “hitchhikers” is common in this connection. Closed 
shop eliminates such a condition. 

9. Enables union to enforce agreements with management. Unions 
cannot control the actions of nonmembers. However, if all employees 
must be members as a condition of employment, the union can be held 
strictly responsible for the observance by all employees of every provi- 
sion in agreements negotiated with the management. 

10. Eliminates need for strikes. Since the status of the union is as- 
sured, and since the union is in a position to enforce its decisions upon 
minority groups, the bulk of the causes of strikes are eliminated and 
minor stoppages are prevented. 

Whether or not a union can be entrusted with a closed shop, or some 
variation of it, depends upon the nature of the responsibility of the indi- 
vidual union under consideration. With such a large number of mem- 
bers, unions are fast approaching public organizations. 

Responsibility of Labor Unions. — Although labor unions can be 
the instrumentality for a real democracy in the United States, they must 
assume the responsibility of democracy and be responsible organizations 
before they are entitled to ask for a closed, union, or maintenance of 
membership shop by answering the following questions correctly: 

1. Is this labor union a democratic organization ? 

(a) Has this union a majority of the employees in this company 

as members and is it so recognized by the management ? 

(b) Are elections of all officers held annually by secret ballot 

and is the voting on principal issues of this union by 
secret ballot? Are the officers elected by a full majority 
of the members, not just of those present at one meeting? 

(c) Are all labor contracts approved by the majority of the 

members by secret ballot? 

(d) Is a strike called only by two-thirds of the members by 

secret ballot in normal times ? 

(e) Do many members (or just a few) attend the regular meet- 

ing of the union? 

2. Are the finances of this union handled properly ? 

(a) Are receipts and expenditures audited by a certified public 
accountant, or equivalent, at least yearly? 
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(b) Does this union publish audited accounts and give a pub- 

lished statement to the members (and a governmental 
agency, such as the War Labor Board or U. S. Depart- 
ment of Labor) at least yearly? (See financial reports of 
United Steel Workers, National Maritime Union, and 
United Automobile, Aircraft, and Agricultural Implement 
Workers as examples.) 

(c) Are initiation fees, dues, and assessments excessive? 

(d) Has this union made any political contributions without 

special voted authority from the members ? 

3. Has the history of collective bargaining by this union been good ? 

(a) Has this union broken any written agreements with its man- 

agement ? Has this union cooperated with an order or rul- 
ing of a governmental agency empowered to issue such 
an order or ruling? 

(b) Has this union had any “’wildcat” strikes unapproved by 

the international or national union to which it belongs ? 

(c) Have the officers of this union a good attitude and relation- 

ship with the management? (Are the officers of this 
union hostile to the management — anti-management ? 
Have they published bulletins attacking personally any 
officers of the company or performed any unethical acts 
towards the officers?) 

(d) Have all strikes been lawful and orderly within the law? 

Has any of the company’s property been seized or dam- 
aged? 

(e) Has this union carried on a sympathetic strike? 

(f) Have any of the officers or members of the union been 

indicted or convicted of any unlawful acts which would 
make them unqualified for holding office or membership 
in the union? (If so, have they been adequately dis- 
ciplined by the union?) 

4. Has an individual employee who is a member of the union, or a 

minority group, the right of appeal from the decisions of the 
officers or the union itself ? 

(a) Does an individual member of the union have the right to a 
proper procedure of appeal on any decision of the union 
or its officers or representatives which have been made 

against that member (without jeopardizing his position or 

status in the union) ? 

See Joel Seidman, Union Rights and Union Duties, New York, Harcourt, Brace & 
Co., 1943 , for good discussion of union rights and responsibilities. 
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(b) Has a minority group the right and procedure to appeal 

decisions by the union or officers ? 

(c) Has an employee the right to withdraw from ‘the union by 

an established procedure of the union ? 

(d) Are members of the union suspended only by majority vote 

of the union ? 

5. Does the union maintain unrestricted voluntary membership? 

(a) Does this union prevent anyone from working because he 

cannot be a member of the union within the rules and 

regulations as laid down by the constitution and bylaws ? 

(b) Has this union intimidated or coerced employees of this 

company into membership ? 

6. Does this union have responsible leadership ? Is it so recognized 

by the management of the company? 

7 . Has this union encroached upon management’s prerogatives ? 

8. Has this union limited output ? 

9. Has this union made outlandish demands upon the management ? 

10. Has the union complied with the accepted rules and regulations 

of the international, national, or parent union ? 

If a union can answer these questions properly, then it is an instru- 
mentality of real democracy. 

In answer to suggestions of irresponsibility on the part of unions and 
to the contention that labor leaders , are agitators, radicals, dictators, or 
“racketeers,” unions retort that there have been some racketeers, dicta- 
tors, and agitators in the labor movement; that although a small per- 
centage, the small number is publicized greatly ; that some managements 
want to hear such things as arguments against the unions and disregard 
the activities of responsible unions. 

Labor also believes that some managements are profiteers, grafters, or 
“racketeers”; and such cases as Whitney, Insull, Musica, and others are 
sufficient to give some basis for those beliefs. Also, managements have 
used spies and other anti-union methods to a sufficient extent to cause 
such a belief on the part of unions. 

Replying to the contention that labor unions are not responsible, 
are undemocratic, and cannot be held to their labor contracts, it may be 
said that if the employer himself is responsible, democratic, and stands 
by his contract and is not anti-union, the unions will usually meet him 
halfway. The unions contend that they have to “fight fire with fire.” 

See the LaFollette Senate Committee’s report on the nse 


of spies by managements. 
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One of the greatest tasks of many unions is to make themselves 
responsible. If all, or practically all, unions were truly responsible and 
had good leadership, most of the objections by employers would vanish. 
The statement that unions cannot be held to contracts is not strictly true, 
because if a union damages a company or its property, it can be sued. 

As more union members are becoming better educated in public 
schools, they should be more aware of their responsibilities and want to 
abide by their contracts more than they did formerly. 

To the contention that labor unions encroach upon management’s pre- 
rogatives or jurisdictions by wanting to manage, experience does not bear 
this out as most unions do not want to manage but serve as a “check and 
balance” on management, to assure that it will consider adequately those 
things of concern to unions. 

Management sometimes is the victim of juri.sdictional disputes be- 
tween unions. Management, of course, has its own jurisdictional disputes * 
as to whether this or that department shall do this or that work; for 
example, whether the personnel department or the manufacturing de- 
partment should have the responsibility for a certain function. Likewise, 
governmental departments dispute with each other over jurisdiction. 

Such jurisdictional disputes in organization are perhaps not quite 
parallel with the conditions that may occur when two unions are both 
trying to organize a company; but they serve to indicate that jurisdic- 
tional questions are not new. Inter-union struggles within a business 
must simply be accepted as an unfortunate by-pro'duct of the growth of 
unionism. 

Seniority. — Closely related to union security is individual security 
within the company and the union. The union controls this by seniority 
— length of service with the company or department. An employee’s 
efficiency, when he is working, is greater if he is relieved of the constant 
worry over the possibility of losing his job. As a person becomes older, 
he may not be as efficient as a younger person. Nevertheless, unions 
believe that seniority is better in the long run as it may prevent unwar- 
ranted personal favoritism to some employees. The application of 
seniority is most frequent with reference to layoffs and rehirings, but it' 
is also concerned with promotions and transfers. Seniority may be by 
length of service in occupations, departments, divisions, plants, com- 
panies, or corporations. Unions endeavor to obtain the widest seniority 
in order to give the greatest protection to their employees. They want 
definite rules on how seniority is lost, such as resignation, discharge, 
extended layoff, and absence without reason; the recredit of seniority 
upon being rehired and preferential seniority to union officials and others. 
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EACH "ZONE" HAS ONE "ZONE COMMinEEMAN" WHO 
WEARS A BUnON ON WHICH IS PRINTED. "ZONE COWI- 
MITTEEMAN." EACH "ZONE COMMITTEEMAN" HAS 
SEVERAL "SHOP STEWARDS" UNDER HIM. 

Figure 2. Orderly Procedure in Adjusting Plant Grievances 
(United Steel Workers, etc.) 

Usually after a period of from two weeks to one year of employment, 
an employee begins to accumulate seniority, and his name is added to 
the seniority list which is posted or given to the union. He then main- 
tains that seniority until it is changed. 

Management usually desires to base the promotion and layoff of em- 
ployees upon merit and ability. Many unions will agree that this is one 
of the fundamental opportunities in our American democracy. Because 
in some companies many promotions, retentions, and layoffs have been 
based on personal favoritism and family relationship, many employees 
feel that nepotism is too frequently the basis for promotions and reten- 
tions. Hence, the unions consider seniority the fairest in the long run 
and, of course, it is easy to administer since an employee’s length of serv- 
ice usually is known exactly. 

Handling Grievances. — One of the most effective ways for a union 
to begin organizing the employees of a company is to learn those em- 
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ployees’ grievances which have not been settled or have not been settled 
adequately. By working out some plan for the solution of these griev- 
ances which is satisfactory to the employees, the union may obtain their 
backing and support for the organization of a local in that company. 
Conversely, management in the past has not always realized the im- 
portance of having a well-formulated plan for handling grievances. A 
clearly defined grievance procedure is of value to both labor and man- 
agement. 

The negotiation advances with each step in the procedure from the 
worker to a person with higher authority and broader outlook. More 
recent procedures include five or more steps. These procedures are not 
rigid ; there are variations according to the requirements of the specific 
situations. Figure 2 shows the grievance procedure of the United Steel 
Workers. Other examples of the newer grievance procedures follow: 

United Automobile Workers, C.I.O. 

1. Worker 1. Foreman of department 

2. Representative of local shop com- 2. Foreman of department 

mittee 

3. Representative of local shop com- 3, Superintendent of department 

mittee 

4. Local union shop committee 4. Labor relations supervisor of plant 

5. Local union shop committee 5. Superintendent of plant 

6. Officer (s) of local union 6. Superintendent of plant 

7. Officer (s) of international union 7. Director of industrial relations of 

corporation 

National Maritime Union 

1. Worker 1. Immediate superior 

2. Spokesman of ship delegate 2. Immediate superior 

3. Ship delegate 3. Head of department 

4. Ship delegate (s) 4. Master of ship 

5. Representative of national union 5. Representative of top corporation 

management 

6. Representative (s) of national 6. Representatives of corporation on 

union on port committee port committee 

7. Impartial chairman (ad hoc) 

The Checkoff of Union Dues. — -The collection of dues each month or 
periodically from members is a difficult job for unions. Since many labor 
contracts forbid the collection of dues during working hours because it 

Frank C. Pierson, Collective Bargaining Systems, Washington, American Council 
on Public Affairs, 1942, p. 16. Also see United States Department of Labor’s Bulletin 
No. 60. Settling Plant Grievances, Division of Labor Standards, 1943. for gnorj examples. 
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interferes with production, the union steward or agent must see each 
employee personally at his home or elsewhere outside of working hours. 
Such a hit-and-miss method for dues collection takes much time and 
effort on the part of the union’s agent. Because of this, many unions 
favor having the dues of each member checked off by the employer from 
the employee’s pay. 

The arguments for granting the checkoff may be summarized as fol- 
lows : 

1. It saves confusion and the shop steward’s time in collecting dues 

as well as the time and effort of the employee. 

2. The company knows the status of the union at all times, the 

number of members having their dues checked off, etc. 

3. The checkoff can be voluntary on the part of the employee. He 

signs an affidavit voluntarily asking the company to check off 
his dues. 

4. By settling this question of checkoff the union can go to other 

problems of production, grievances, etc, 

5. It will leave more time for the stewards to encourage more pro- 

duction and handle grievances more promptly. 

6. During the war, companies had a good chance of obtaining the 

checkoff from the National War Labor Board if put in their 
hands by the union. The possibility of being given the volun- 
tary checkoff by the Board was about 26 chances to 3, based 
upon this number of cases on this issue between September, 
1942 through February, 1943. It was the pattern of the Board 
to grant the checkoff. 

7 . With just a voluntary checkoff, a company does not have to fire a 

man because of nonpayment of dues. An employee belongs or 
does not belong to the union as he chooses, and he checks off 
his dues or not according to his own desire. In other words, 
the employee can, be left his freedom of choice with reference 
to the union and the checkoff. 

8. ' Many companies are already checking off from the pay of em- 

ployees for insurance, credit union, social security and other 
tax, community fund, etc. 

For these reasons many companies have come to favor the voluntary 
checkoff. - 

Vacations. — Vacations with pay help to restore the energies of 
workers through rest, relaxation^ and change. Proper vacations should 
increase production during the time worked. Even though this is true, 
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vacations for wage-earners are relatively new. The National Industrial 
Conference Board found that 17.9% of the companies in 1935 and 
46.4% in 1940 gave vacations to wage-earners. '‘All work and no play 
makes Jack a dull boy” has not lost its significance. 

In answer to the management plea of increased cost of vacations, holi- 
days, etc., the union contends that the company can save enough by im- 
provement in methods and equipment to save the cost, and that it can 
help show management how to do it if the latter is, or would be, willing 
to cooperate with and have confidence in the union. 

During World War II, a pattern of one week’s vacation for wage- 
earners with one to five years of service and two weeks for those with 
over five years of service was established by the National War Labor 
Board. 

The Bureau of Labor Statistics found that 60% of the organized 
workers were covered by a policy which provided a vacation in 1943. 

Strikes. — Strikes, work stoppages to obtain more wages, better hours 
and working conditions, occur in times of peace as well as war. Labor 
unions prefer to accomplish their demands by peaceful collective bar- 
gaining of a democratic organization. However, if they cannot obtain 
their just demands because of unequal bargaining power, they may resort 
to more forceful means such as the use of the union label, boycott, 
picketing, and strike. 

The purpose of the strike is to accomplish the union’s objectives by 
influencing the employer to grant the union’s demands, by assisting the 
union in its organization, or by influencing the public or the government 
into causing the employer to grant' the union’s demands. The strike is a 
strategy of the union to promote its own interest. 

Although the unions voluntarily made pledges not to strike in the 
interest of victory during World War II, the right to strike is normally 
very important to the labor union movement. Many strikes have occurred 
in the past. In 1937 there were 4,740 strikes involving over 28,000,000 
man-days of idleness, which is the greatest number of strikes and man- 
days of idleness because of strikes for any year for which records are 
available. In 1930 there were only 637 strikes with 3,316,000 man-days 
of idleness. The trend of the number of strikes, workers involved, and 
man-days of idleness is shown in Figure 3 and Table 1. 

One of the earliest strikes in this country was in 1776 in New York 
City when the printers “turned out” and forced the employers to grant a 
wage increase. The carpenters conducted a losing strike for a ten-hour 
day in 1791. The textile operatives in Paterson, New Jersey, struck in 
1828, probably the first factory strike. From 1830 to 1870 numerous 
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strikes occurred for the ten-hour day. A strong revival of the national 
labor unions in 1870 revived both offensive and defensive strikes. 

In the days of th'e Molly Maguires, anthracite miners were con- 
stantly striking against wage reductions, but 1877 was the year of the 
more general strike. Reductions in wages, irregularity of employment, 
delay in payment of wages, and other reasons resulted in practically a 
general railroad strike marked by considerable violence, which finally 
resulted in little gains, if any, to the worker. 

In the depression of 1884-85 a nation-wide wave of strikes occurred, 
which was due partly to the policy of the Knights of Labor to call out 
workers in one plant to aid the strikes in another and to encourage a mass 
movement for the eight-hour day. Recognition of the union came more 
into prominence as an issue in the anthracite strike in 1900. Between 
1900 and World War I, there were a number of serious strikes such as 
the Colorado Cripple Creek strike in 1903-04, the clothing workers of 
Chicago in 1910 and the Central West Railroad strikes of 1911, and the 
West Virginia Coal Field strikes for recognition. 

After the depression of 1914, with a decrease in strikes, came World 
War I and with it the numerous strikes in 1919 which involved the 
largest number of workers ever to go on strike in any one year. The 
cost of living rose faster than wages. This caused many disputes in 
industry with the largest number occurring in the steel and coal indus- 
tries. Though primarily for recognition, the demand for an eight-hour 
day was important. This resulted in the appointment by President 
Wilson of labor boards — the Railroad Labor Board and the War Labor 
Board — which alleviated the tense labor situation during the war. With 
the return of soldiers to their former jobs, there was a period of rela- 
tively few strikes from 1924 to 1932, except in a number of industries 
such as the general textile strike in January, 1922, the bituminous coal 
strike in that same year, and the strikes of the independent unions such as 
the Amalgamated Clothing Workers and the National Miners’ Unions, 

The depression beginning in 1929 caused a decline in strikes until 
1933, At that time the National Industrial Recovery Act gave labor the 
legal right to organize and bargain collectively, and increased government 
support to unions striking for recognition, as well as for higher wages, 
and shorter hours. In 1933 the clothing and mining industries carried on 
the largest strikes. Many of the demands of unions were made that year 
because of returning prosperity. In 1934 the longshoremen’s sympathetic 
strike in San Francisco and the. textile strike occurred primarily over 


J. Walter Coleman. The Moll^i Maguire' Riots, Richmond, Va., Richmond-Garrelt 
Massie, 1936. 
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Figure 3. Trend of Strikes, 1916-43 

^Monthly Labor Review, May, 1544, p. 928,) 
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recognition. The strikes in the automotive industry entered a more or 
less new field of objectives—primarily the elimination of the representa- 
tion plans. 

Labor became very active in 1937 because of the rights granted under 
the National Labor Relations Act. The great automobile, steel, rubber, 


Table 1. Strikes in the United States, 1916-43 



* The number of workers mvolved fai some strikes which occurred between 1916 and 1926 is not known. 
However, the missing information is for the smaller disputes and it is believed that the totals here given are 
fairly accurate. 

> "Total employed workers” as used hero includes ail workers except those in occupations and professions 
where strikes rarely if ever occur. In general, the term “total employed workers" includes all employees 
except the following ctoupb- Government workers, agricultural wage earners on farms employing less than 
6 workers, managerial and supervisory employees, and certain groups which because of the nature of their 
workcannotordonotstrikefsuohascollegeprofessorS, clergymen, and domestic servants). Self-employed 
and unemployed persons are, of course, excluded. 

* “Available working time” was estimated for purposes of this table by multiplying tbo average number 
of employed workers each year by the number of days worked by most employees during the year. 

« Not available. 

(Monthly Labor ReviaWj May, 19‘i4, p. 929.) 

and other strikes occurred in that year. With World War II came the 
work stoppages as shown in Figure 3 and Table 1.'^^ 

An analysis of the strike figures of 1942 as reported by the Bureau of 
Labor Statistics showed that approximately 70% of the strike.s were ■ 

For a review of the strikes in the United. States, .see Florence Petei-son, "The 
Review of Strikes in the United States,” Monthly Labor Review, Washington, D. C., 
U. S. Bureau of Labor Statistics, May, 19.38, p. 1047. 
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caused by disputes over wages and hours, whereas the predominant cause 
of strikes in 1941 had been union organizational questions. The number 
of strikes in 1942 declined 31% from the previous year. Governmental 
agencies assisted with the settlement of 62% of all strikes in 1942. The 
greatest number of man-days of idleness occurred in the mining, textile 
mill products, wholesale and retail trade, iron and steel, and leather prod- 
ucts industries.^® 

In 1943 the predominant strikes occurred in the mining industry over 
the renewal of the contracts and contract disputes between the United 
Mine Workers and the operators for wage increases when \vages were 
stabilized by the government. Mr. Lewis said that the miners would not 
“trespass” on the mine properties without a contract. A series of strikes 
occurred during 1943 in the mines to the extent that the Secretary of 
the Interior (Harold Ickes) said that there had been a production loss of 
40,000,000 tons of coal due to these work stoppages when coal was 
greatly needed for war purposes. However, Mr. Ickes said that coal 
production increased by the end of 1943.^® The mine strikes were fol- 
lowed by a brief steel strike in December, 1943, and a threat of strike by 
the Railroad Unions. 

For the year 1943, the total number of strikes was 3,750 involving 
1,900,000 workers and 13,500,300 man-days idle. 

Considerable discussion centers around the economic losses to our . 
economic system caused by strikes. First, the workers are willing to lose 
their wages during a strike for the results to be gained in increased wages 
and improved organization, hours, and other conditions. Then comes the 
manufacturers’ loss of manufacturing daily overhead, cost of idle mate- 
rial, value of orders tied up, and the cost to the distribution system out- 
side of manufacturing. 

G. R. Stahl estimated that the average wage loss per man-day of 
strike was $3.93; that the manufacturer’s overhead loss amounted to 
$5.85 ; and the amount of materials tied up by the strike had a value of 
$13.82— a total primary loss of $23.61, representing the value of orders 
tied up each man-day of strike. Besides this, he estimates a figure of 
$35.41 additional expense to the distribution system added to the value 
of the orders tied up, which 

. . . indicates that the total loss to the national economy of the circu- 
lating power of the dollar equals $59.02 for each man-day of strikes, 

or about 15 times the wages actually lost by the striker. On the basis 

Labor Relations Reporter, Washington, D. C., Bureau of National Affairs, June 14, 
1943, p. 557. 

York Tunes, December 5, 1943. , _ 

Taken from Report of Committee on Finance, Survey of Experience vi Profit 
Sharing, Washington, D. C., Government Printing Office, 1939, p. 42. 
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of this formula^ the strikers’ wage loss of $140,000,000 in 1937 mul- 
tiplies itself into a total loss to the national economy system amount- 
ing to more than $2,000,000,000.^® 

The costs of the strike to a company may be great. That of the 
Chrysler Corporation in 1939 was reported to have cost about 
$ 24 , 000 , 000.33 

Little has been mentioned of the gains to workers from the strikes. If 
a worker is off work for ten days on strike, he would lose ten days’ pay 
from the company. But if he received a 5 % increase in wages, he would 
make up the loss in 200 days, or about six months and three weeks. Then 
he would have the increase from then on. The psychological gains are 
also considered by the unions of value to the workers. However, some 
union leaders declared themselves against “wildcat” strikes, and that 
some unions might be willing to abandon the strike in peace times in 
return for guarantees of basic union security.^® 

Types of Strikes. — There are several types of strikes such as 
the walkout, the “sitdown” and the slowdown strike. In the walkout 
strike, the employees cease work as a group and leave their jobs and the 
plant. In fhe “sitdown” strike, the employees cpiit work and “sit down” 
or stay at their jobs without doing the necessary work,^^ In the slow- 
down strike the employees as a group continue on their jobs but slow 
down the pace at which they are working and do not produce as much as 
set or demanded by the employer. The walkout strike has been most 
comm on throughout the last century. 

The walkout is considered by many unions to have the following 
advantages : • 

1. As the employees have ceased work and walked out, they do not 

possess the property of the employer. 

2. An injunction on the basis of property right camiot.be as easily 

obtained in the walkout as in the sitdown. 

3. The strikers are available for picketing and to promote the union 

organization. From the point of view of the union, disadvan- 
tages of the walkout may be that the employer, having com- 
plete possession of his plant, machinery, etc., can operate it 
with strike breakers, or lock up his plant and discontinue 

p. 43. 

3*^ jVcay Fo)7c T-iVne.?, November S, 1939, p. 2. 

R. J. Thomas, President of United Automobile Workers, C.I.O., on “wildcat” 
strikes {Nctv York Times, June A, 1944), and Harry Bridges, Longshoremen’s Union, 
C.I.O., with reference to giving up striking for union security. 

In _inid-1944, there began the “sit-in,” where employees stayed in their plants to 
show their willingness to work, after the government canceled war contracts, such as at 
the Brewster Aeronautical Corporation. 
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operation until the union gives in to his demands or abandons 
its own. 

In the “sitdown” strike, the employees occupy or take possession of 
the property of the employer. This the Supreme Court declared unlaw- 
ful on the basis of property rights — that the employees are possessing the 
property of the employer illegally. When the workers remain at their 
jobs, they are not available for picket duty outside of the plant. From 
the standpoint of the union, the advantages are that it promotes solidarity 
among the employees who remain; it prevents the employer from bring- 
ing in strike breakers and it preserves for the worker the right to his 
job which some union leaders contend has priority over property rights. 

The “slowdown” is more subtle in its nature. Work continues, but at a 
slower pace. The employees are at work, doing their jobs but at a slower 
pace. The slowdown has been used more in the mass-production 
industries where the management has set up a production standard on a 
production line or conveyor belt on which so many parts are to be com- 
pleted as the line or conveyor moves. In one automobile plant the 
workers agreed to let one out of every seven pieces go by without work- 
ing upon it. It went off the conveyor line unfinished. An adjustment by 
agreement as to the speed is usually made between the union and the 
employers to settle the dispute. 

Besides the strike, the boycott and union label are other means unions 
have of obtaining their objectives. The boycott is a refusal of workers 
to buy from or sell to an employer in order to accomplish its demands. 
It usually takes the form of refusing to buy and encouraging union mem- 
bers not to buy products from the employer of whom demands are being 
made. The union may even encourage other companies not to purchase 
from the company being boycotted. In the past, “black lists” of com- 
panies considered unfair to organized labor have been prepared and given 
to union members with the encouragement that they do not buy goods 
manufactured by those companies. Union labels, being trade marks of 
the unions, are another means of encouraging buying of union-made 
goods and discouraging the pui'chase of goods not made by union labor. 
The union emphasizes the importance of the union label to all purchasers. 
It guarantees that the product with a union label has been made under 
conditions favorable to labor, under certain standards of efficiency and 
not in the “sweat shops.” The unions contend that the product with the 
union label is made better than the nonunion product. 

Another means used by unions to accomplish their purposes is picket- 
ing after a strike is in effect. Pickets are a limited group of workers or 
a mass of employees or outsiders who march in front of or around the 
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employer s establishment either displaying signs denouncing the em- 
ployer as being unfair to organized labor or preventing strike breakers 
from entering the plant. If it is limited picketing, one or a few members 
are selected to carry “unfair” signs. If it is mass picketing, a mass or 
group of workers may form a continuous line around the plant to prevent 
entrance to the plant or strike breaking. The unions use all of these 
means to accomplish their objectives.^^ 

Strikes in a Democracy. — Up until World War II, the government 
has defended the right to strike. Abraham Lincoln said, “I thank God 
we have a system of labor where there can be a strike.” 

Section 13 of the National Labor Relations Act states: 

Nothing in this Act shall he construed so as to interfere with or 

impede or diminish in any way the right to strike. 

However, in the interest of speeding up war production, the Senate and 
House passed the Smith-Connally Anti-Strike Bill in June, 1943, to 
prevent strikes. But the law was laxly enforced and the Government 
seized struck plants rather than proceed against the unions. 

Arbitration. — When the grievance procedure fails, a union may resort 
to strikes or to arbitration in order to settle its complaints or to obtain its 
demands.- Since the unions gave up their right to strike during World 
War II, they resorted to arbitration by the procedure set up in labor con- 
tracts with their managements or took their demands to the govern- 
mental agencies for settlement. 

Arbitration is usually the final step in the grievance procedure; the 
union gives up its right to strike for arbitration and the company agrees 
not to “lock out” employees in order to have an uninterrupted flow of 
work. When the parties to a dispute reach an impasse, the usual proce- 
dure for settling that dispute is as follows: Each of the disputants selects 
one person, and the two persons selected choose a third person. These 
three will hear all sides of the problem, obtain the facts and settle the 
dispute based upon those facts. Usually the parties agree to abide by the 
decision of the arbitration panel before arbitration begins. Sometimes 
the two parties to the dispute simply select a third party to arbitrate 
the case. 

The foremost agencies of the government for the settlement of labor 
difficulties have been, the Conciliation Service of the Department of 
Labor, the National Labor Relations Board, and the National War Labor 
Board. 

■^^For methodoiogy in strikes as recommended by the International Ladies’ Garment 
Workers’ Union, see its Handbook of Labor Union Methods, New York, 1937. 
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The American Arbitration Association has had some experience with 
the arbitration of disputes and has established, certain principles of 
arbitration. Established in 1926 under a New York State Membership 
Corporation Charter,, the American Arbitration Association’s entire re- 
sources are devoted to advancing tlie knowledge and use of arbitration in 
the interests of the United States; the maintenance and operation of 
tribunals for the settlement or control of economic disputes ; the study of 
arbitration and publication of findings in books, journals, reports; and 
the coordination of arbitration facilities and education through a central 
information system which has 300 trade associations as channels of com- 
munication. 

The services of the Association include industrial arbitration. The 
Industrial Arbitration Tribunal was organized in 1937. This Tribunal 
serves not only for the actual settlement of disputes, but also as an 
experimental laboratory for testing principles and standards for indus- 
trial arbitration. The Tribunal also provides for the appointment of fact- 
finders and impartial chairmen whose function it is to adjust grievances 
or claims or disputes that may not be arbitrable under arbitration laws or 
where a formal arbitration award is not sought by the parties. 

The American Arbitration Association has drawn up a number of 
arbitration clauses for insertion in labor contracts. This is a technique 
intended to forestall any future labor disputes or controversies. By 
agreeing beforehand to accept and abide by decisions of the Association’s 
arbitrators, both the employer and employee are assured of a fair and 
expert judgment, a quick settlement, less sentiment and bad feelings, and 
a minimum of publicity. 

The following is the standard arbitration clause recommended by the 
American Arbitration Association for inclusion in labor contracts : 

Any dispute, claim, question or difference arising out of or relat- 
ing to this agreement, or its renewal qr the negotiation of a new 
contract, shall be submitted to arbitration upon the initiative of cither 
party to this agreement, upon notice to the other party under the 
Industrial Arbitration Rules, then obtaining, of the American Arbi- 
tration Association, and the parties agree to abide by and perform the 
award. 

In addition to arbitration organizations, there are many private arbitra- 
tors who, by their fairness, have won the right and privilege to arbitrate 
disputes between labor and managements. 

Other Union Objectives.— -Some of the other objectives and prac- 
tices which labor unions want and want to discuss with their manage- 
ments and come to some agreement on are : 
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1. Just discharge of employees and a method of appeal from a dis- 

charge which is not satisfactorily done by the management. 

2. Safety and healthful working conditions. 

3. Adequate apprenticeship system and restriction of workers who 

do not meet the union’s qualification to carry on the trade or 
work. 

4. Prevention of unemployment and technological displacements. 

5. Union-management cooperation. 

6. Other conditions of employment. 

International Labor Organization 

Labor is interested not only in national welfare but also in the labor 
movement of the world, as exemplified by the International Labor 
Organization. This organization was started in 1919 for collaboration 
between nations to standardize further international labor laws and prac- 
tices and to achieve worldwide economic and social security. The tri- 
partite character of its representation is important as its delegates come 
from independent labor and employer associations as well as from gov- 
ernments. This serves to keep a balance between economic and social 
factors as well as between national and international considerations. 

Since its inception, the I.L.O. has done much to improve labor stand- 
ards and conditions throughout the world. During the 1920’s the organi- 
zation sponsored shortening the hours of labor, protecting women and 
children in agriculture and industry, labor legislation for merchants and 
seamen, safety in mines and factories, etc. The decade of the 1930’s saw 
the organization advocating unemployment and old age insurance, inter- 
national public works to stabilize employment, national policies on migra- 
tion of workers, opening of channels of world trade, and other farsighted 
considerations such as planning as early as 1939 the return to peacetime 
production at the close of World War 11. 

The organization has a number of special committees to study particu- 
lar problems. These are concerned with labor inspection, industrial dis- 
eases, etc. It has established a clearing house for information on labor 
and social questions. This includes the translation of labor laws, issuance 
of puldications covering social and economic problems, supply of in- 
formation to external inquiries, and supplying the services of experts to 
governments to assist in preparing or improving social legislation. 

The value of the I.L.O.’s programs' lies in the fact that they are not 
the arbitrary re.sults of theory, but the product of laborious research, 
comparison, and discussion. The work of the I.L.O. is based on research, 
for which the organization is particularly well adapted. The difficulty 
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of having controlled experiments is the big obstacle in the field of social 
science. However, the I.L.O. has the best tool possible for this field ; the 
method of international comparison. The organization has done much to 
standardize labor statistics and improve their comparabilit}-. Then, too, 
there usually is a wdde gap between theory and action in most social 
research, but the I.L.O. is in a position to bring its findings and conclu- 
sions to those who are interested and capable of acting on theni.^^ 

Ill 1944 the I.L.O. gave its social aims for world peace settlement as 
follows : 


1. Opportunity for useful and regular employment to all persons 

who want work, at fair wages or returns and under reasonable 
conditions, with provision for protection of health and against 
injury in all occupations. 

2. Raising standards of living to provide adequate nutrition, hous- 

ing, medical care, and education. 

3. Establishment of minimum standards of employment to prevent 

exploitation of workers, whether employed or self-employed, 
whose opportunities for high wage employment are limited. 

4. Provision for child welfare. 

5. Provision for a regular flow of income to all those whose employ- 

ment is interrupted by sickness or injury, by old age, or by 
lack of employment opportunity. 

6. The effective recognition of the right of freedom of association 

and of collective bargaining. 

7. Provision of facilities for training and transfer of labor. 

The representatives at the Philadelphia conference agreed to exchange 
information on (1) employment, wages, and conditions of work; (2) 
standards of living and the distribution of income, with particular refer- 
ence to wage and salaried workers; (3) technical education and training 
for employment; (4) industrial health, safety, and welfare; (5) indu.s- 
trial relations; (6) social security; and (7) administration of labor and 
social security legislation. 

The I.L.O. gives promise of playing a large part in the postwar world 
labor movement. 

For further information on the I.L.O., refer to John G. Winant, The Twentieth 
Year of the International Labour Organisation—lttn-lDSd—Prospcct— Retrospect, pre- 
sented to the Twenty-fifth se.ssion of the International Labour Conference, Geneva, June, 
19.19. ALso Carter Goodrich, “Proirram of the International Labor Organi 2 ation,’' 
Monthly Labor Review, Vol. 54, No. 2, February, 1942. 

‘^''^ New York Times, May 13, 1944, 
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MANAGEMENT OF PERSONNEL RELATIONS 

Management wants freedom of enterprise ^ to produce goods and serv- 
ices at a profit'. If profits are not made, companies may go out of busi- 
ness, with great loss to all — ^the stockholders, 'managers, workers, and the 
government. 



Figure 4. Management’s Place in Industry- 


Management expects to make profits through proper organization ol 
its personnel. It promotes personnel relations through that organization 
by means of modern professional principles and practices of personnel 
relations. 

Management is the liaison among all parties to the personnel enter- 
prise because it has relationships with those various parties to industry : 

^ For a statement of freedom of enterprise, see Edgar M. Queeny, The Spirit of 
Enterprise, New York, Charles Scribner’s Sons, 1943 ; and Eric Johnston, America Un- 
limited, New York, Doubleday, Doran & Co., Inc., 1944. 
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the employees, stockholders, customers, the government, and the public. 
Servel, Inc. has described to its foremen and superintendents the posi- 
tion of management in industry as shown in Figure 4.^ 

Management is surrounded by the employee, stockholder, customer, 
and government. The close relationship between management and the 
employee is indicated by the rectangle enclosing them. Between each of 
the four and management there is a double relationship of give and take. 
The employee gives his services and receives wages or salary from the 
management. The stockholder supplies the money or working capital 
and receives dividends from the management. The government is the 
source of certain services and benefits for which it receives taxes from 
the management. The customer provides a cash income and receives a 
product from the management. Successful operation of a company is 
dependent upon all of these groups. 


Organization of Personnel Relations 

In earlier years the employee and employer worked side by side. As 
industry became larger, the close, friendly relationships between em- 
ployer and employee lessenecP, and the gap between management and 
labor grew. This continued to the extent that those old relationships 
existed less and less, and misunderstandings grew until difficulties 
ensued. Management found it necessary to set up an organization and a 
personnel relations program which would -bring back those old relation- 
ships. This has been especially true in the last few years as the younger 
generation of workers are becoming more and more educated and better 
able to think for themselves and, at the same time, to see the misgivings 
of managements. 

The management^ of a typical manufacturing establishment today 
deals with methods, men, material, machinery, money, manufacturing, 
and marketing. The management of men — ^personnel relations — involves 
the a]3plication of the scientific method to the human problems — the col- 
lecting of facts, classifying them around the problem, and basing the solu- 
tion upon those facts and the good judgment and imagination of those 
concerned. 

The organization chart of a typical large manufacturing establishment, 
Figure 5, shows the various functions of management. The manage- 
ment of men, or personnel relations division, is shown in the second 
column of functions on the same level with other principal management 

^ H. W. Fillmore, Educational Director, Servel, Inc., Evansville, Ind., Industrial 
Economics, 19oS-1939 Conference Series, p. 2. 

See the author's book Modern A/anofift’WU’M#, New York, John Wiley & Sous, Inc., 
1937, for fuller discussion of management. 




Figure 5. Organization Chart of a Typical Large Manufacturing Establishment 

Solid line shows direct authority ; broken line shows functional service. 
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igure 6. Organization Chart of the Management of Personnel Relations Services (composite of 127 companies) 
Solid line shows direct authority ; broken line shows functional service. 
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functions of the company. The organization of personnel relations func- 
tions in detail is given in Figure 6. 

The personnel relations function involves the giving of advice, co- 
operation, and service in personnel relations, rather than actually per- 
forming those functions in the line organization. It is to a great extent 
persuading that line organization to do personnel relations work prop- 
erly, as well as “selling” them on the value of those functions which the 
personnel relations department does. 

This is why some personnel relations executives have principally 
advisory or persuasive functions in the line organization. The best per- 
sonnel relations work seems to be done by persuasion of what the best or 
right personnel relations methods are. It is getting the personnel to do 
what they should do by convincing them what is the best and right way 
to do it. If a personnel executive needs authority to accomplish personnel 
relations results, he may not be a good personnel executive. 

The best personnel relations results are accomplished by the demo- 
cratic way of persuasion and education, rather than by dictatorial or 
authoritative means. Those personnel relations functions which are 
actually performed by the personnel executive should be done in an 
exemplary manner of human consideration. Also, the work in the per- 
sonnel relations department should be to cause, by their exaniple and by 
their functions, those^in the line organization — ^the foremen, superin- 
tendents, and managers — to do as much of the personnel relations work 
as they can do properly and still carry on the other management func- 
tions well. 

The foremen and superintendents have a great many more times the 
personal and personnel contacts with employees than the personnel rela- 
tions department; therefore, line representatives of management should 
know how to handle personnel relations properly. 

Management today is greatly represented by the relationships between 
the worker and his immediate supervisor. The foreman is, to a large 
extent, the management to the worker. Therefore, foremen and super- 
intendents have to know how to deal with workers and improve the 
relationship between management and workers and add to morale and 
good will. This has led to further training of foremen how to be better 
personnel relations representatives of management and do better per- 
sonnel relations work. 

In the past, management has been much concerned with advertising 
in general and. to customers, but now more and more companies are com- 
ing to realize the worth of “selling” to employees and the public the social 
value of the company and its product. It is particularly important that 
the employees have faith in tlieir company and its product in order to 
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convince the public of the social significance of the company and the 
value of its product. The support of the emplo3^ees and the public is 
essential to the progress of a company, which makes the administration 
of personnel relations of prime importance. Also, employees are con- 
sumers and much attention will be paid to them as customers in the 
future. 

Personnel relations activities are preventive management. They are 
carried on to prevent difficulties with human problems. 

Stockholders and managers are in business to make a profit and to pro- 
vide a living for employees. Employees are in business to make a living. 
They want their human problems handled in a businesslike, democratic 
manner rather than upon any charitable, philanthropic, or paternalistic 
basis. Most employers want to do the right, businesslike thing by their 
employees. Therefore, personnel relations work is worth the expense and 
effort on a business basis as well as on a human basis. 

The principal reasons for the proper management of personnel rela- 
tions are that it ; 

1. Improves employee-employer relationships. 

(a) Improves attitude of employees toward the company, 

(b) Improves morale and good will, 

2. Prevents personnel relations difficulties. 

3. Pays in dollars and cents. 

4. Develops employees and the management. 

The management of personnel relations is a quality function, depend- 
ing not only upon how much personnel relations work is being carried on, 
but also upon how well it is performed. Some companies may have rela- 
tively large centralized personnel relations departments, but the quality 
of the work of those departments may not be all that is desired. The 
need for improvement in the quality of the management of personnel 
relations activities in industry is evidenced by the number of grievances, 
by labor turnover, by the number of man-days of idleness because of 
strikes, lockouts, labor disputes, absenteeism, and by the manpower, 
wage, and other difficulties in industry. Better personnel relations activi- 
ties are needed to solve the readjustment problems involved in peacetime 
as well as those of war, and those of unemplo^TOent in ''normal” and 
“depression” times. 

The problems presented by these difficulties are in addition to the 
other responsibilities placed upon the management of personnel relations 
by regulations under the National Labor Relations Act, the Wage and 
Hour Law, the Social Security Act, the Walsh-Healy Act, and the de- 
mands and philosophies of labor unions. The proper management of per- 
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sonnel relations activities within a company is still a management func- 
tion within the limits of these acts, other regulatory measures, and union 
contracts. 

The quality of the direction of personnel relations activities still rests 
with the management even though it may be a more difficult function in 
the future. Better personnel relations men will be required. Present 
managers and directors of these activities must keep abreast (or ahead if 
possible) of the new developments in this field. Because of growing 
labor problems, personnel relations management is now becoming of 
greater and greater importance; and employers are finding that the 
proper management of men is one of its growing functions. 

The extent to which personnel relations activities exist in industry 
was investigated by the National Industrial Conference Board. In- 
formation concerning their personnel relations problems was solicited 
from companies in all the fields of business activities. Replies were re- 
ceived from 2,700 establishments, a representative cross section of 
American business. The prevalence of the personnel relations activities 
in these companies is given in the study. In summary, 70% of the em- 
ployees in those companies had full time personnel directors; 85%, 
physical examinations; 69%, group life insurance; 68%, signed union 
agreements; 66%, plant dispensaries; 66%, athletic teams; 61%, vaca- 
tions ; 57%, cafeterias and restaurants ; and others as given in the inves- 
tigation. 


Personnel Relations Functions 


Although Figures 5 and 6 present a general picture of personnel rela- 
tions functions, these functions of any particular company or organiza- 
tion vary according to the product, the locality, and the conditions of 
employment in the particular company or industry. In order to show 
how a general list of personnel relations functions is adapted to a par- 
ticular company, an outline description of the personnel relations pro- 
gram of the Armstrong Cork Company follows : ® 


These are their 
objectives : 


Capable 

Employees 


Here are some of the ways in which they are trying to 
attain these objectives: 

Extensive survey for qualified candidates for employ- 
ment. • 

Painstaking selection procedure. 

“Promotion from Within” is standard policy. 

Selection of the best candidate for each vacancy. 
Employment on a trial basis. 


'^National Industrial Conference Boa-rd, Persmmel Activities in American Business, 
New York, 1940, p. 6, etc. 

® Yerr/t’j f/ic iVat/ow, Lancaster, Pa„ Armstrong Cork Co. 
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These are their 
objectives: 


Fair Wages 


Security of Job 
and Income 


Assistance in 
Case of Death, 
Disability, and" 
Old Age 


Safe and Or- 
derly Work 
Places 


Thorough 

Training 


Reasonable 

Working 

Honrs 


Here are some of the 7vays in zvhich they are trying to 
attain these objectives: 

Wages and salaries are equal to, or above, those prevail- 
ing in the community for similar responsibilities. 

Careful appraisal of individual jobs assures that wages 
and salaries for different jobs throughout the organ- 
ization compare favorably. 

For many years “time and one half” has been paid to 
hourly ernployees for time worked in excess of 8 hours 
in a day, 40 hours in a week, and for all work per- 
formed on Sundays and recognized holidays. 

C Accurate forecasting of sales. 

Careful planning of production. 

J Effective inventory control. 

] Constant research to improve pres- 
ent products and to develop new 
L ones — increasing employment. 

' Individual records evaluating each 
employee's performance. 

Central personnel administration. 
Executive review of each termina- 
tion of service. 

. Recognition of length of service. 

Group Life Insurance in case of death. 

Group nonoccupational accident and sickness insurance. 

Insurance benefits in case of permanent disability. 

A formal pension program supplementing Federal Old 
Age Benefits. 

The company contributes liberally to the cost of these 
programs. 

Preemployment physical examinations. 

Periodic physical examinations in certain operations. 

Continuous safety engineering. 

Periodic health engineering surveys by outside experts. 

Health and accident safeguards written into all produc- 
tion specifications. 

Investment of sufficient funds to eliminate or control all 
known hazards and to safeguard all of our equipment. 

New Production Supervisors are trained through pro- 
duction management course. 

Present supervisors are members of conference groups, 
and periodically participate in “Home Office Weeks.” 

Intensive introductory training at Home Office and in 
factories for new members of sales and technical de- 
partments, Supplementary, periodic visits to ITome 
Office Tor additional training. 

Maintenance of progress, achievement, and training 
plan for each hourly employee, and personal discus- 
sions with the individual periodically. 

A normal work-week not exceeding 40 hours and 5 days 
has long been in effect for hourly employees. 

Offices also operate on a basic 5-day week. 

Hourly and salary workers receive vacations with pay. 


Minimizing Em- 
ployment Fluc- 
tuations 


Assuring Fair- 
ness to 
Individual 
Employees 
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These arc their Here are some of the zvays in zvhich they are trying to 
objectives: attain these objectives: 

“The Armstrong Reporter” (an em- 
ployees’ magazine) is mailed to 
employees’ homes monthly. 
Bulletins are posted on current de- 
velopments. 

Employees receive a report of op- 
erations semi-annually. 

Company policies are written and 
available to employees. 

Management has always freely dis- 
cussed matters of mutual interest 
with individual employees and 
their representatives. 

Employees are free to select any 
form of representation they de- 
sire. 

Cash awards are paid for accepted 
suggestions. 

Polls of employee opinion are made 
periodically. 

The company pays unemployment benefits during the 
“waiting period” before State Unemployment, tax- 
supported benefits start. 

“Short-time” benefits are paid to provide “make-up” pay 
in event of work hours less than three full days pet- 
week. 

“Prepaid wages” up to 60% of normal income are 
available to hourly employees with 5 or more years of 
service for remainder of year if laid off through no 
fault of theirs. 

Pride in Pol- f Employees informed of policies, acquainted first hand 
icies, Prod- with Armstrong quality, and participating through the 

nets, and -j programs above in the company’s progress, take pride 
Progress in their organization — ^they are “Partners in Indus- 

l try.” 

Although Figure 6 is a typical or composite organization chart of many 
companies, each company must base its own personnel relations program 
upon its own needs. However, Figure 6 can be used as an organization 
audit checklist, against which a company can compare its present activi- 
ties in the field in order to determine broadly what it is not doing in 
these respects. 

Some companies are expanding their personnel relations to meet the 
postwar demands. Figure 7 is the organization chart of the per.sonnel 
relations during the war and the postwar additions. 

Otlier companies are decreasing their personnel relations departments 
for the postwar period. Figure, 8a, gives the organization of the indus- 


As-sistance for 
Hourly Em- 
ployees in 
Times of 
Slack Work 





Figure 7. Present and Proposed Organization of Personnel Relations for a Comp? 
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Figure 8a. Organization Chart of Industrial Relations in a Company 
During World War 11 for 2,100 Employees 


trial relations department of a company during the war with 2,100 em- 
ployees, and Figure 8b is the organization of those activities in the 
same company for postwar period with 900 employees. 

From the foregoing description of personnel relations in particular 
companies and the composite charts and lists, a general statement of the 
management functions of personnel relations follows : 

A. General: 

1. Organization, development of policies, coordination, and 
administration of personnel relations 
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Figure 8b. Organization of Industrial Relations (same company as Figure 
8a), Postwar, for 900 Employees 

B. Union Relations : 

2. Collective bargaining with the union 

3. Wages 

4. Union-management cooperation 

C. Employee Relations : 

5. Employment 

6. Maintenance of employee relations and personnel research 

(a) Job evaluation 

(b) Personnel progress rating 
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(c) Personnel turnover, promotion, transfer, and discharge 

(d) Personnel research, audit, and records 

7. Training and education 

8. Health services 

9. Safety 

10. Service activities 

11. Individual employee development 
D. Governmental Relations : 

12. Cooperation with governmental agencies 

(a) National Labor Relations Board 

(b) Wage and PI our administration 

(c) Social Security — ^pensions and unemployment insurance 

(d) Department of Labor, National War Labor Board, 

Treasury Department, and other bureaus 

One of the chief functions of the personnel relations department is 
the negotiation of labor contracts by bargaining collectively with the 
union or unions through freely chosen representatives. To facilitate col- 
lective bargaining, the management needs to have a clearly defined per- 
sonnel relations organization and policies which should be made known 
to every employee. These policies, not arbitrarily drawn up, should be 
based on past experience and future trends and goals of the company in 
the industry and community in which it is located. 

For any employee dissatisfaction, a procedure for handling grievances 
can be worked out to the mutual satisfaction of the management and the 
union. Informal conferences need to be held from time to time between 
the management and the union representatives for discussions of work- 
ing conditions and other personnel relations problems. Such an exchange 
of ideas results in closer cooperation and understanding; the manage- 
ment receives practical suggestions, and the employees derive satisfac- 
tion from knowing that they have an opportunity to be heard coopera- 
tively. It is the democratic way. 

Many of the companies® which established labor-management com- 
mittees have found that labor-management cooperation is an important 
factor in employee morale. They have set up a plan of cooperation 
through a committee composed of representatives of management and 
the union to consider absenteeism, meeting production schedules, sug- 
gestions, recreation, etc. 

It is a function of public personnel relations to see that the company 
cooperates with and conforms to governmental regulations under the 

® More than 4,500 companies had set tip labor-management committees in cooperation 
with the Production Board by May, 1944. 
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National Labor Relations Act, the Wage and Hour Law, the Social Secu- 
rity Act, and other federal and state laws affecting personnel relations. 
This departmental function has to do with making out governmental 
reports on wages, labor turnover, and other labor subjects. 

There seems to be a trend toward more cooperation between com- 
panies on personnel relations matters. In some instances the representa- 
tives of personnel relations departments of several companies in an 
industry meet regularly for an exchange of personnel relations informa- 
tion, Some industries, such as glass and coal, bargain together with the 
unions in negotiating labor contracts. 

Besides the collective dealings between management and employees 
there are many functions which require good management techniques if 
proper personnel relations are developed and maintained by a company. 

When a vacancy in employment occurs, sources of personnel supply 
must be available from which to secure a new employee. These sources 
must be understood, studied, and developed in order to yield workers for 
vacancies without extended delay. The supply of workers comes from 
two main sources : from within the company, such as by transfers, pro- 
motions, through employees, former employees and their friends ; and 
from outside the company, such as applicants at the gate and by letter, 
advertising, from schools, etc. 

The selection of applicants also adheres to certain employment proce- 
dures which vary with different companies. The generally used method 
involves an interview, physical examination, mental, trade, and other tests, 
the comparative selection, and finally introduction to and instruction in 
the job. Once an employee has started to work, he must learn to do his 
job. At the same time, he should be made satisfied. In order to keep him 
interested, there needs to be a reasonable means for promotion, such as 
advancement in wages or salary, increase in responsibility, authority, or 
title, which will fit the worker’s accomplishments. Two systematic pro- 
motion plans — the three-position plan and the multiple chain promotion 
plan — can be considered. If openings for promotion do not arise, trans- 
fers from one department to another may take care of the difficulty and 
provide interest. A man in one department may not be fitted for the 
work he is doing in that particular service. By transferring him to a 
section where the work suits him and for which he is better adapted, 
a reduction of labor turnover, an efficient employee, and an increase in 
production may result. 

In spite of well-worked-out employment methods and promotion 
schemes, the problem of discharge will come up. In such cases the rea- 
sons for dissatisfaction are caref ully studied, and the last contacts with 
the employee are made as cordial as possible. Interviews with leaving 
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employees sometimes help to create good feeling as well as to provide 
helpful information for dealing with future cases. It sometimes happens 
that former employees will seek to be reinstated in their old jobs. Rehir- 
ing such men is often a good policy, for they know the ways of the com- 
pany and the desirability of the work to which they are returning. In 
addition, the cost to management of the employment routine and instruc- 
tion will be greatly reduced. 

Other points to be considered by the management include a systematic 
plan for retiring aged workers and a plan for regularizing employment. 
When employers earnestly strive to apply reasonable personnel ideals to 
such matters, employees feel that management has a decided interest in 
them which tends to make for better morale. 

The maintenance of personnel relations with a minimum of labor 
turnover is important. This is achieved by making the employee inter- 
ested, effective, and satisfied with his work. Wages must be commensu- 
rate with the work performed. This is determined by means of job 
analysis, description, and evaluation. After jobs have been evaluated and 
fair wages set according to the value of those jobs, management has the 
function of administering those wages fairly. 

Employees can know the wage and other financial policies of a com- 
pany by means of an employee handbook of i^ersonnel relations policies 
and benefits, and by means of financial or job holders’ reports to 
employees. 

As employees work, their progress may change, so it is important 
that the employee know his progress through progress reports — personnel 
ratings. It is important for management to know how employees think 
and feel about company policies and actions. This can be determined by 
morale surveys. To aid the busy, centralized personnel relations depart- 
ment in the large productive departments, personnel counselors can be 
appointed. 

Close attention should be paid to fluctuations in wages and cost of 
living. Research on personnel relations is, therefore, important ; and the 
personnel relations activities should be audited periodically. Personnel 
reports and statistics are needed constantly, and management should have 
someone to obtain them. Personnel turnover will occur and attention to 
it is needed. Individual employees wall need personnel assistance which 
the management can give. 

An employee will be better satisfied if he knows how to do his job 
well ; therefore, job instruction and training are important. Also, fore- 
man conferences need to be held, apprentices need to be trained, and 
other company training and adult education should make employees hap- 
pier, more effective, and of greater value to the organization. 
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Health is considered a keystone of personal effectiveness. Most com- 
panies require physical examinations prior to employment and provide 
first-aid equipment and dispensaries for employees. Educational cam- 
paigns in nutrition have been instituted by a number of companies to 
encourage employees to learn proper eating habits and thereby increase 
their general well-being. 

Safety on the job prevents accidents and loss of wages to the employee, 
Elazards have been reduced considerably by the provision of mechanical 
safeguards on machines, and principally by ceaseless education and pub- 
licity against carelessness of the worker. Causes of accidents have been 
analyzed and pointed out to employees in an endeavor to lessen the num- 
ber of accidents. Safety education, publicity, competitions, etc., are 
carried on continuously to keep the workers on the alert and safety- 
conscious. 

Service work, which tends to improve the complete personnel organi- 
zation, takes the form of benefit and thrift plans, pensions, credit unions, 
recreational activities, company housing, clubhouses, athletic teams, res- 
taurants, stores, gardens, and parks, as well as suggestion systems, legal 
aid, etc. The democratic handling of these activities makes for better 
morale. 

Personnel Counselors.'^ — ^The centralized personnel relations depart- 
ment and foremen of some companies have been given so many duties 
to perform that the personnel manager and the foremen do not have 
enough time for good personnel relations with the individual employees. 
In many companies personnel counselors have been appointed and placed 
in the factory to pay personal attention to the employee who wants and 
needs it. The counselor assists the foreman with the latter’s personnel 
functions, which the foreman may not have time or inclination to do. 

In one of the large companies, counselors were appointed and trained 
to assist in the follow-up of employment and training of new employees, 
transfers of employees, discussion of absenteeism, rating, replacements, 
wage changes, personnel records, suggestions, and recreational activities. 

During World War II, with the employment of large numbers of new 
workers, companies such as the Wright Aeronautical Corporation ® and 
other aircraft companies established personnel counselors to humanize 
employment in those companies, especially for women. An excellent and 

For a good summary of this .subject see “A Guide to Personnel Counseling” in Pcr- 
sonnel, November, 1943 (Vol. 20, No. 3), pp. 139-1S3; also Helen Baker, “Employee 
Counseling,” Personnel Journal, April, 1944 (Vol. 22, No. 10), pp. 354-362; also report 
cm same subject, Indu-strial Relatioms Section, Princeton University. 

^ Walter Bishop, “Personnel Counseling,” The Conference Board Mananement Record, 
Tuiv, 1943, pp. 298-399. (Ahso see Virginia Pope, “Hnmanimng the Job,” Nczu York 
Augimt S, 1943.) 
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outstanding example of personnel counseling was that in the Western 
Electric Company.® 

Personnel counseling can be used to bring back those personal and 
personnel relationships between management and employees sometimes 
lost in large and fast-growing companies, as well as in small ones where 
the foremen do not have the time for personnel functions. 

Personnel and Industrial Relations Work in the Small Plant. — 
The personnel relations department, as a separate division, is found more 
in the larger companies than in the small ones. In a company of one 
hundred to two hundred employees, the overhead necessary to maintain 
a separate personnel relations department may prohibit its establishment 
as a single unit, and the responsibility of the work generally falls upon 
someone who has other duties. It is often placed in the hands of the 
secretary of the company or delegated to the line execuiive to perform 
with his other duties. 

The personnel relations responsibilities in the small company should 
be assumed with just as much enthusiasm as in the large corporation ; 
they should be carried out just as systematically and should include the 
activities mentioned for a large company, but in a more limited way. 
They have been f ound to be worth while in the large company, and when 
maintained proportionately they are worth while in the small company. 

In fact, in many small plants personnel relations work is needed more 
than in large plants. In some small plants, the number of workers per 
foreman or supervisor is much larger than it is in large plants. Hence, 
the relationship between the employee and management, as represented 
by the foreman, may not be so close in the small plant. 

In some industrial localities several companies combine in order to 
provide better personnel activities than would be possible if each com- 
pany were to undertake them separately. This plan has been found very 
effective. If the small company is isolated from other companies, it may 
be possible for it to secure certain personnel activities by joining with 
the community in such work. Only in exceptional cases will the situa- 
tion make it necessary to omit personnel activities entirely. 

Developing Personnel Relations Policies 

Management should not only develop sound and definite labor poli- 
cies, but should also make them known to everyone in the business, A 
policy is a guiding goal towards which to work. It should be a state- 

** F. J. Roethlisberger and W. J. Dickson, Management and the Worker, Cambridge, 
Mass., Harvard University Press, 1940. (See especially “Mechanics of the Program, 
p. .'593, and suggestions for personnel counseling.) 



90 


PERSONNEL RELATIONS 


[Ch.3 

meiit of the fair thing for which the company is striving. It is the 
idea behind its actions ; the guiding spirit, or ethical standards, upon 
which actions are based. Without a policy, the functions of manage- 
ment are not complete.^® 

Many managements also prepare employee handbooks or manuals 
in order to present their policies and to set down clearly the benefits to 
and responsibilities of employees. Annual reports to employees as job- 
holders contain policies, and employee magazines often give company and 
employee points of view. 

After discussing their policies with many executives and managers of 
General Motors, the American Rolling Mill Company, Sears, Roebuck 
and Company, Servel, Inc., Revere Copper and Brass Incorporated, and 
others, it is evident that one of management’s foremost functions with 
reference to its employees is the establishment of sound labor policies. 

It is a primary function of companies to give to the employees those 
purposes and principles which are guiding the course of the company’s 
human relations by printing or stating definitely the labor policies 
which management is actually carrying out. Wise management today is 
not only stating its personnel policies definitely, but also in some com- 
panies is challenging the employees to report deviations made by anyone 
from those established policies. The president of the American Rolling 
Mill Company has repeatedly stated that any employee who believes he 
has not been treated in accordance with ARMGO policies has the 
right to appeal his case to each successive ranking supervisor until he 
reaches the president himself, if necessary. Such a condition leads any 
company, then, to make its policies such that there will be no doubt as 
to their meaning. In fact, a labor policy in order to be effective must 
be a carefully thought-out and clearly worded statement of principles 
zvhich guides the management in solving its human problems in relations 
mutually harmonious and profitable to employer and employee. 

In form, the labor policies are usually printed and made available to 
evei-y employee. General Motors, the American Rolling Mill Company, 
Revere Copper and Brass Incorporated, and many other companies 
printed their labor policies in the form of a pamphlet for each employee. 

A labor policy is a statement of the objective to be accomplished. 
It is managemeiit’s steering wheel. It provides a common, central per- 
sonnel theme for the company, as well as a standard for executive action, 
a basis of coordinating personnel relations, and a goal for estimating 

For description of union policies see Chapter 2 on “Labor Unions in a Democracy.” 

See Hozv to Prepare and PubUsh;an Employee Manual, New York, American Man- 
agement Assn., 19-42. 

The principal ARM CO policies were given in tlie special section of Factory Manage- 
ment and Ma-'intenance, Muy, 1937, p. S-3S3, 



Ch.3] MANAGEMENT OF PERSONNEL RELATIONS 91 

management’s achievement in respect to labor. The formulation of state- 
ments of policy is the most difficult and delicate task of most manage- 
ments. Several methods have been used by companies in the formation 
of their personnel relations policies. 

The plan used by the Westinghouse Company, General Motors, 
Revere Copper and Brass Incorporated, and others was to obtain the 
views of the various executives, officers, and foremen of each organiza- 
tion, and to compile them into a unified policy for the company as a 
whole. The Westinghouse Industrial Relations policy states : 

In its formation, Industrial Relations policy begins with the ex- 
pression of need by the local executive who knows local conditions. 
With several sets of local conditions, differing in complexion, in mind, 
the second step in the formation of Industrial Relations policy is the 
preparation of concise, clearly written statements on matters of policy. 
These policy statements then go back to the local managements for 
their guidance and use in the fullest knowledge that similar problems, 
met elsewhere in the organization, are being met by other manage- 
ments by the application of the same underlying fundamentals. 

The American Rolling Mill Company places the responsibility for a 
labor policy upon the executive management. The foreword to their pol- 
icies states that ; 

In the modern corporation, the choice of the methods to be used in 
conducting the business and the responsibility for their effectiveness 
always falls squarely upon the shoulders of the Executive Manage- 
ment. It could not and should not be otherwdse. Sound management 
will account for its stewardship to its stockholders, its employees, and 
its customers; to the stockholders, through a clear and thorough an- 
nual report, and through honest and fair dealing, through insistence on 
safe and satisfactory working conditions, through efficient and well- 
maintained equipment with which to work, and through the creation 
of other important incentives, so necessary to the pursuit of human 
happiness ; and finally, to the customers, through px'ompt deliveries and 
fairly priced products of the quality promised. 

To chart a course for all to follow in the conduct of company busi- 
ness, a sound management establishes certain policies, developed by 
experience and tested by time, that all who play a part, ifo matter what 
its importance, may understand the official position of the institution. 
Policies are, in short, the organizations’ constitution of intention, deci- 
sion, and action. 

Some companies believe in working out labor policies in cooperation 
with employees. Clarence J. Hicks states that three points must be 
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safeguarded if the essential personnel provisions are to be made effec- 
tive and of most value to the organization. First, the policy should be 
worked out in cooperation with the employees; second, the labor policy 
should be made known to ez/ery employee ; and third, the policy should 
be followed.^'^ The first consideration seems to indicate a trend in policy 
making. In about 1925, it was emphasized that the policy must flow from 
top of the organization to the bottom and that it could not well come up 
from below!^^ 

In High Point, North Carolina, a group of company executives got 
together, reviewed a number of labor policies, and drafted a set of gen- 
eral policies for each industry as a starting point for individual compa- 
nies to write their own labor policies. The first step in that procedure 
was to obtain a number of policies from leading companies which had 
had considerable experience with labor policies. The contents of these 
were studied carefully. For example, General Motors’ Labor Policies 
contain an introduction concerning the company, and statements con- 
cerning their hiring procedure, wages, wage payment plans, working 
hours, grievance procedure, layoff, transfers and rehiring procedure, tim- 
ing operations, discharge of employees, coercion and solicitation, and col- 
lective bargaining.^® 

A review of the statements issued by some fifteen or twenty com- 
panies suggests the following composite list of contents for a statement 
of labor policies : 

1. Introduction — brief history of the company, a description of 

its present status, and what the company has done for its 
employees 

2. Cooperation — employees’ and management’s interest, and goals 

3. Selection and placement of employees 

4. Conditions of employment 

(a) Wages and the method and basis of wage payments — ^high- 

est wages and lowest unit cost of production 

(b) Honrs of work and overtime 

(c) Layoff procedure, transfers, rehiring, etc. 

(d) Discharge 

(e) Working conditions 

(f) Vacations, etc. 


Clai-ence J. Hicks, "Essentials in an Industrial Relations Policy," Addresses on 
Industrial Relations — JI9J7, Bureau of Industrial Relations, University of Michigan. 

For this emphasis, see Oliver Shddoti, "Policy and Policy Making,” Harvard Busi- 
ness Review, October, 1925, Vol. IV,- Ho. 1. . 

General Motors Labor Policies and Procedures, March 25, 1937, General Motors 
■Corn. ■ . , . 
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5. Collective bargaining 

(a) Recognition of the National Labor Relations xAct 

(b) The right to organize and choose representatives 

(c) Management’s meaning of collective bargaining 

(d) Grievance procedure 

6. Labor-management committees and cooperation 

7. Suggestions 

8. Social security 

9. Safety and compensation 

10. Insurance, savings, and loans 

11. Training 

12. Relief in case of sickness, etc. 

13. Health 

14. Community relationships of workers and company 

Although this list may be somewhat comprehensive in its scope, each 
company individually is different from every other company, and its pol- 
icy must be to a certain extent individually different from every other 
policy. It behooves each company to make that policy which actually 
exists in or for that particular company. Various companies in the same 
industry may be able to use similar statements of policy. Also, there are 
certain subjects which all companies are forced to recognize by law. 

In recent years management has not told its employees what it has 
really been doing, fearing that those employees might in some way con- 
sider the statements to be interference with their rights under the 
National Labor Relations Act. Many companies have been doing splen- 
did personnel relations work with their employees but have not mentioned 
it. Management should state to the employees, as an introduction to its 
policy, just what services are available to them. For example, in assist- 
ing a hosiery company work out its labor policy, the author found that 
the manager of the company himself did not have at his fingertips every- 
thing that the company had done for the employees and what the com- 
pany meant to them. 

Every company can emphasize its value to the employees. The fol- 
lowing outline has been followed by a number of companies in making 
the introductions to their labor policies : 

Suggestive Outline of Introduction to Company Personnel Policy 

1. (a) Date founded and by whom (with statement of characteris- 
tics of founder, etc.) 

(b) Under what circumstances was company founded ? (Why?) 
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(c) Comparison of start with present-day equipment, buildings 

(or floor space), etc. 

(d) Comparison with twenty years ago and today. 

(e) Statement of why company has progressed. 

(f) Description of the development of products and amount of 

products today. 

(g) Service rendered by the company in nation, community, etc. 

(h) Purpose or slogan of company which exemplifies an ideal 

for the workers to strive for, in their work (such as 
“99.44% pure,” or “the best kitchen cabinet that you can 
.make which you would like to have in your own honie,” 
etc.). 

2. (a) Number of employees. 

(b) Number of persons dependent upon company for living. 

(c) Continuity of employment in company or labor turnover. 

(d) Age of employees. 

(e) Nationality of employees. 

(f) What one week’s and month’s lo.ss of work would mean to 

employees, the company, etc. 

3. (a) Yearly wages. 

(b) Number of automobiles, radios, homes, etc., of workers. 

(c) Cost to maintain business in city. 

(d) Amount of business each year and extent of that business 

in nation. 

(e) Amount of taxes paid this year to community, state, and 

nation. 

(f) Amount of insurance, social security payments, etc. 

(g) Any other material to show what the company is doing for 

its workers and the community. Also, what the loss of 
wages would mean to merchants, doctors, etc. 

Such an outline, conscientiously followed and combined with tl;e 
philosoi)hy of the management in general, should result in a good intro- 
duction to a company’s labor policy. 

Following the introduction come the statements of policy on the vari- 
ous subjects. Although some managers may hesitate to put in writing 
their policies with reference to some of these questions because of the 
National Labor Relations Act, they still have the right to freedom of 
speech and the right to be heard on other matters. Some companies ma\ 
state their labor policy in the form of a labor union agreement. 

One industrial engineer of a. large company recently said that a com- 
pany labor policy was a false front which gave the minor executives an 
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opportunity to chisel on the executive management. This is the exception 
rather than the rule, for the company policy usually coordinates and 
makes uniform the company regulations from the top to the bottom, and 
vice versa. 

Some companies test their policies by asking their employees’ opinions, 
while others ask the employees to vote on policies. The Armstrong Cork 
Company has tested its policies by means of a vote of all the employees 
who care to express their opinions. They printed a booklet entitled 
How Do You Feclf, in which they asked their employees to express their 
opinions of its policies with respect to (1) security of job and income, 
(2) a fair wage for work performed, (3) safe, orderly work place, 
(4) pride in the policies, products, and progress of the company, (5) rea- 
sonable working hours, affording enough time for relaxation, (6) knowl- 
edge of what the company is doing and an opportunity to express opinions 
freely, and (7) an opportunity for the employees to be prepared in case 
of sickness, accident, disability, or death, and to provide an income for 
declining years. About 90% of the employees answered the questions in 
How Do You Feel?, which certainly indicates the employees’ interest in 
the company’s policies. 

Some companies pass out a brief employee questionnaire asking their 
opinions about management’s policies.^** General Motors presented their 
labor policies and views in the form of small pamphlets on subjects such 
as 'What Is a Job?’’ These practices further emphasize the purposes 
and objectives of their labor policies. 

Although many purposes have been stated for a company labor policy, 
the actual results of such a policy can be indicated by the attitude and 
morale on the part of the employees. The Westinghouse Electric & Man- 
ufacturing Company states that its policy-making procedure and policy 
statements “make for harmony, clarity of thinking, definition of prin- 
ciple, designation of responsibility, and clearness of organization line.” 

The American Rolling Mill Company has stated two outstanding 
effects of the publication and distribution of company policies : 

First, it tends to create greater consistency upon the part of the 
supervisory organization in making decisions affecting people. If each 
supervisor were to make decisions based upon his own inclinations, 
confusion would result. Any supervisor who makes a decision that is 
not in harmony with ARM CO policies may expect to have that deci- 
sion reversed, should it ever be questioned. 

Second, it provides those who are not supervisors with certain 
standards of treatment that they have a right to expect. 

Description of how the employees rate plant policies was given by Rex E. Hersey in 
the September, 1937, Personnel Journal. Also see chapter on “Morale Surveys” in this 
book, for fuller discussion of attitude studies. 



96 PERSONNEL RELATIONS [CI 1.3 

A sample of a good, brief company personnel relations policy is that 
of the General Foods Corporation. 

Besides presenting a company’s personnel relations policies through 
an employee manual or handbook, the financial policies of the company 
may be explained to employees in the annual financial report to the 
employees,^''^ or job holders’ report, as it is called in some companies as 
compared to the stockholders’ report. These annual financial reports to 
employees are reports of profits and losses, where the company’s money 
comes from, and where it goes. They are printed in a simple style so 
that the average employee can easily understand the financial condition 
of the company. Some of the companies issuing such financial reports 
to employees are Swift and Company, Chicago; Consolidated Edison 
System Companies, New York City; International Harvester Company, 
Chicago; General Motors, Detroit; Pullman Companies; Caterpillar 
Tractor Company; Johns-Manville Corporation; as well as many others. 
The Thompson Product Company distributes small printed bulletins giv- 
ing facts about the company whenever there seems to be some doubt as 
to the company’s position on a problem. Other companies occasionally 
send letters to employees to explain certain things which the company is 
doing. All these plans of presenting company policy are means of inform- 
ing employees of the facts about a company and improving morale. 

One company asked its 1,000 foremen to review the policies that had 
been prepared in mimeographed form to see if the foremen considered 
them good. The policies were revised according to the foremen’s sug- 
gestions, and finally they were printed. This plan also helped the fore- 
men to learn the company’s policies thoroughly before passing them on 
to the employees. Any cooperative plan of policy making seems from 
experience to be better than policies devised by one person alone or a 
small group of persons. 

Management’s Collective Bargaining, Individually 
and by Industries 

Most of the collective bargaining in the United States is done by the 
individual compan}^ and the local union or its international representa- 
tive. Management usually has an officer, either a vice president or direc- 
tor of personnel relations, responsible for bargaining, preparation of 
facts on wages, cost of livings etc,, and other personnel relations activi- 
ties. Some companies have, in addition, a policy committee made up of 
those most concerned with bargaining, such as the president, the person- 

See also Company Annual Reports to Employees, National Industrial Conference 
Bo-ard, Studies in Personnel Policy, No. 47, 1942. 
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nel relations officer, the person in charge of manufacturing, and the legal 
counsel. This committee makes the policies and principles under which 
the management of personnel relations of the company is carried out. 

One of the Srst functions of good personnel management is a sound, 
solid organization with delegated authority and responsibility to carry 
out the company’s policies and functions, especially in respect to union 
relations. 

But management must first have adequate policies and principles with 
which it can bargain collectively with the union. Collective bargain- 
ing is something management can produce with — an instrumentality of 
production. 

Cyrus Ching, vice president of the United States Rubber Company 
and a member of National War Labor Board II, once said that ‘'the only 
way to . deal with labor is to deal with them.” By that he explained that 
he meant that management should be open-minded when going to a col- 
lective bargaining meeting with the avowed purpose of really bargaining 
and .coming out of the meeting with an agreement if at all reasonably 
possible. Some managements start bargaining with the idea that they 
will oppose everything that the union brings up and not give in an "inch” 
if they don’t have to, so the bargaining is partially defeated from the 
very start. 

Experience in personnel relations indicates that there are certain prin- 
ciples of collective bargaining which are the wisest for progressive man- 
agement to use. Some of these follow. 

One of the foremost principles of collective bargaining by the manage- 
ment is that it should have as many facts (the truth) as possible about 
the problems being bargained for with the union. 

If, for example, management is discussing wages in the community, 
it should have the facts about wages in the community even if it means 
collecting and compiling those figures itself. If it is discussing cost of 
living and the changes which have occurred, management should make 
or ask some agency like the United States Bureau of Labor Statistics or 
the National Industrial Conference Board to make a cost-of-living study, 
if the dispute is sufficiently large to warrant the cost of such a study. 
These facts should be given in chart form or in a manner that can be 
easily understood by all. 

The second principle of collective bargaining by management Is to bar- 
gain ill good faith — fairly. Each side should be willing to admit its mis- 
takes although this is, of course, asking a great deal. Most managements 
will interpret the facts for their own benefit, just as most unions will 
interpret those same facts for their own benefit - but in this “bargaining” 
process, success requires a reasonable and fair attitude in these matters. 
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One of the first requests of the Steel Workers’ Organizing Committee 
(now the United Steel Workers) was that management discard its pre- 
tensions of infallibility}^ If management will try to interpret the facts 
fairly, even admitting facts which are in favor of the union, the respon- 
sible union will usually return fair play and good faith in bargaining. 
Management should endeavor to rid itself of any anti-unionism it may 
have and meet the union on an honest, human basis that will lead in the 
long run to mutual confidence and respect. 

If personalities enter into the negotiation, an early attempt should be 
made to try to get each person concerned to be tolerant and considerate. 
As some persons cannot be considerate, it may be well to remove them 
from management bargaining committees if their presence interferes with 
the bargaining. All emotional and abusive language should be avoided 
if possible. Each side should be willing to listen to the other side. Good 
faith is one of the strongest princqdes of collective bargaining. 

Closely associated to the second principle is the third : members of the 
bargaining committees should control their tempers. Some union offi- 
cials may try to get members of management “sore” or “mad” about 
something because many union representatives believe that if representa- 
tives of management get angry, they don’t face facts and thereby lose 
the point. Management representatives have been known to do similarly 
and try to get the union representatives angry. “Lose your head, and you 
have lost the argument.” 

Fourth, management representatives should treat union representa- 
tives with a consideration of bargaining and social equality. Social kind- 
ness and consideration are as important in collective bargaining relations 
as they are in any other democratic relationship. Contempt of one per- 
son or group for another will show itself in a bargaining meeting with- 
out one word of contempt being spoken; it can be sensed. Any feeling 
on the part of one that the other is inferior will be readily seen, all to 
the detriment of collective bargaining. Good will for the company and 
the union is important. 

The fifth principle is to deal with the facts humanly. The “cold” 
facts may indicate that certain inhuman action might be possible. 
Bargaining affects the lives of human beings, so facts should be handled 
with human consideration. Labor should not be looked upon as a 
commodity. 

Sixth, both sides to collective bargaining should have a good sense of 
humor. Someone has said that it is not what one says that counts as 
much as the way he says it. 

Steel Workers’ Organizing Committee, Organised Labor and Management, Publica- 
tion No. 5, Pittsburgh, p. 6. 
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Seventh, each side should respect the rights of the other and expect 
the other, as a representative of the union or management, to maintain 
its responsibilities. Management should demand and protect its own pre- 
rogatives and give the union its rights and hold it to its responsibilities. 
A goal to work for is that the solution should be profitable to all con- 
cerned. 

Eighth, each side should be permitted to state, uninterriipted by the 
other, its position or positions about the problems under discussion. 

Ninth, as issues are brought forth, an endeavor should be made to 
define them clearly, such as just what the union wants and what manage- 
ment will give or how far it will go. 

Tenth, each side should be given time to consider carefully the pro- 
posals of the other. A definite, specified length of time should be allowed 
for the negotiations. If bargaining meetings are too long, a short recess 
at the proper time may put both sides more at ease. 

Eleventh, negotiations should be started on those issues upon which 
agreement can be easily reached. 

Twelfth, the agreement reached should be written, signed by all 
parties, printed, and given to each employee. 

These are some of the principles of collective bargaining. Though 
they may not be used by most managements, they are practiced by some 
of the successful ones. Other principles could be mentioned,^® but these 
twelve have been found to be important for progressive management 
who can be human and thereby make profits. 

In recent years labor-management cooperation has developed which 
further brings together union and management to help solve some of the 
day-to-day problems that concern both. The approach which has been 
found successful in some companies with union-management coopera- 
tion is : 

1. Determine problem and, if practical, write it out. 

2. Discuss with all concerned separately, to obtain the views of each 

person or each group independently of the others — obtain their 
pros and cons with reference to the problem and obtain their 
suggestions for settling or solving the problem. 

3. Hold a meeting of both sides or various sides to present all pro- 

posed cons, and ask for suggestions of solutions ; try to obtain 
majority agreement on best solution; cause meeting of minds 
if possible, otherwise one may oppose other side or sides later. 

4. Put in agreed-upon solution and follow up. 

The Naticinal As.sociation of Manufacturers, Collective Bargaining — A Manage7nent 
Guide, New York, Industrial Relations Department, 1943, 
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The adequate functioning of labor-management requires considerable 
attention and work on the part of management and its representatives. 
It involves cooperation by management with labor, as well as labor with 
management. 

Many companies today have good organizations within their own indi- 
vidual confines. Their policies and responsibilities, however, with ref- 
erence to a higher or broader personnel management organization are 
only slight, if not questionable. But have they good, accepted policies and 
a sound and solid organization beyond their own corporate limits on an 
industry or group basis to cope with the difficult problems of inter- 
relationship among companies in the same industry, among industries, 
among industries and government, and among industries and labor 
unions ? 

Most companies have their manufacturing or trade associations, indus- 
try institutes, and other organizations.-® The National Association of 
Manufacturers, the American Management Association, the Iron and 
Steel Institute, the National Electrical Manufacturers Association, the 
Publishers Association are examples. Let us look into the organization 
and activities of two of these briefly. 

National Association of Manufacturers. — The constitution of the 
National Association of Manufacturers of the United States of America 
gives the objects of this association as follows: 

Section 1. The general objects and purposes for which the said 
corporation is formed are the promotion of industrial interests of 
the United States, the fostering of the domestic and foreign commerce 
of the United States, the betterment of the relations between employer 
and employee, the protection of the individual liberty and rights of 
employer and employee, the dissemination of information among the 
public with respect to the principles of individual liberty and owner- 
ship of property, the support of legislation in furtherance of those 
principles and opposition to legislation in derogation thereof. 

Section 2. The particular objects and purposes of said corpora- 
tion are to establish and maintain a mutual and cooperative organiza- 
tion of American manufacturers in the United States for the fostering 
of their trade, business, and financial interests, to reform abuses rela- 
tive thereto, to secure freedom from unlawful and unjust exactions, 
to diffuse accurate and reliable information as to the standing of 
merchants and other matters, to procure uniformity and certainty in 
the customs and usages pertaining to the trade, business, and financial 

“Collective Bargaining with Employers Associations,” Monthly Labor Review, VoL 
49, No. 2, August, 1939, pp. 302-310, estimates that there are about 5,000 such asso- 
ciations. , 
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interests of the members of said corporation, to settle differences 
between its members, to promote a more enlarged and friendly inter- 
course between the manufacturers of the United States, and to do all 
things necessary to carry out the aforesaid purposes for the mutual 
. benefit and protection of its members, under and subject to such regu- 
lations, conditions, and limitations as may be prescribed by the Con- 
stitution and By-Laws.2t 

Since its founding in 1895, the National Association of Manufac- 
turers has endeavored to serve all industry in increasing measure. 

Its achievements are given as follows: Its persistent fight for the 
Panama Canal led to the first short water route to the Pacific Coast ; it 
was the first to propose a Federal Department of Commerce; it fought 
for the pure food laws and the present parcel post system ; it advocated 
worker’s compensation even before organized labor; it pioneered in 
safety work. 

Today the N.A.M. endeavors to serve industry: 

1. a clearing house for industrial opinion. The principal execu- 
tives of more than 500 companies, serving in 20 standing and IS 
special committees, meet time and again throughout the year to recon- 
cile geographical and industrial differences on every subject of general 
interest to industry. Two hundred trade and industrial associations 
throughout the nation add their viewpoints through the N.A.M.- 
sponsored National Industrial Council. Based on these recommenda- 
tions, industry’s policies are molded by the 85 representative manufac- 
turers on the N.A.M.'s Board of Directors and by the Association's 
membership as a whole at the Congress of American Industry. 

2. As the manufacturer’s instrument of self-analysis, constantly 
striving to raise industry’s own standards and practices. Studies of 
industrial ethics, employment policies, the patent system and health- 
ful working conditions are typical current examples of the search to 
improve even that which already tops the world. 

3. As Industry’s “watch-dog” on federal affairs, carefully analyz- 
ing governmental trends, legislative proposals and administrative 
developments. Its findings are imparted to members through six regu- 
lar publications and numerous special bulletins. 

* 4. As the spokesman of Industry before the national government 

and its Congressional and administrative agencies. 

5. As Industry’s interpreter to the public. Utilizing every medium 
of reaching the public— radio, newspapers, motion pictures, outdoor 
billboards, advertisements, booklets, speakers— in the largest public 
relations program of its kind, the N.A.M. has brought the truths about 
industry to all groups of American citizens. Its pioneering in this field 


Constitution of the National Association of Manufacturers. 
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has made it the accepted champion of private enterprise in this 
country. 

The Association has on its rolls the employers of well over half the 
nation’s industrial workers. The added weight of numbers behind 
sound leadership gives N.A.M. the opportunity for still greater strides 
toward its goal of “A Better Industry and a Better America.” 

The National Association of Manufacturers issues N.A.M. Com- 
mittee Reports which represent months of deliberation by the nation’s 
leading manufacturers. Committee members reach conclusions only after 
many meetings to which they give many days of time and effort. Each 
manufacturer can realize the importance of carefully reading and study- 
ing them for his own information and guidance upon problems which 
are important to his own business. Samples of these reports are those 
on: 

Industrial Practices Tariff 

Government Finance Depression Study 

Employment Relations » Shareholders’ Survey 

Industrial Financing Agricultural Cooperation 

This association is especially interested in industrial relations. Its 
Industrial Relations Department carried on the following activities in 
1942: 

1. Prepared' the Labor Relations Bulletin and employment rela- 

tions material for news letter. 

2. Sponsored and supervised regional employment relations con- 

ferences. 

3. Communicated with an expanded advisory group on current 

interests and problems, 

4. Met with employment relations committees and subcommittees. 

5. Held employment relations seminars in selected areas. 

6. Carried on a program of healthful working conditions. 

7. Made special studies and analyses. 

8. Kept an expanded file of material for reference on employment 

practices and union contracts. 

9. Answered inquiries on industrial relations. 

. 10. Carried out special assignments, panels, discussions, and speeches. 

Examples of results accomplished by the Industrial Relations Depart- 
ment are the bulletins: Code of Good Labor Practices; Standards and 
Subjects for Labor Policy and Program; Collective Bargaining — A Man- 

Special summary of its activities prepared by the N.A.M. in 1943. 
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agenient Guide; and Collective Bargaining — Management Ohligati&ns 
and Rights. Employers are especially referred to the latter two subjects. 

American Management Association. — ^Another example of a man- 
agement organization is the American Management Association. Alvin 
E. Dodd, president of the association, described the A.M.A.’s activities 
for the author as follows : 

The American Management Association is composed of industrial 
and commercial companies and executives interested in modern and 
efficient management methods for their own organizations. 

Because its membership includes almost every type of industry, 
the Association makes possible, by conferences, publications, and spe- 
cial services a broad interchange of management information and 
experiences. 

The A.M.A. makes no profit, does no lobbying, and advances no 
propaganda. Its interests are solely the practical solution of current 
business problems and the development of the science of management. 
The Association has a background of over twenty-eight years’ activity 
in the Management field. It comprises seven divisions as follows; 

Personnel Packaging 

Office Management Finance 

Production Insurance 

Marketing 

Each of these seven divisions is. headed by a vice president of 'the 
Association drafted from the membership and a recognized authority 
in his particular field. He is assisted in his work by a council of busi- 
ness men, who represent the most progressive thinking on questions 
which come before them. Each of these divisions holds its own meet- 
ings, has its own publications and conducts its activities as an auton- 
omous unit. 

Each A.M.A. division holds at least one conference annually. In 
1942 , over 7,000 business men attended A.M.A. meetings in various 
parts of the country. 

The Information and Research Department places at the command 
of every member company a trained staff available to work on its day- 
to-day problems. In addition, it issues periodically research reports on 
significant current topics. This service is limited to company mem- 
bers. 

The A.M.A. library contains over 5,000 books on management 
subjects, as well as files of over 400 current business magazines. 
Company members may borrow books and periodicals. Individual 
members are welcome to use the Library facilities at headquarters. 

All A.M.A. members receive three periodicals : The Management 
Reviem (monthly) contains digests of articles pertinent to all fields of 



PERSONNEL RELATIONS 


104 


[Ch.3 


management appearing in over four hundred publications, and brief 
reviews of current business books of significance. Personnel (bi- 
monthly) publishes articles on employee selection, training, compen- 
sation, promotion, pensioning, and the like, prepared especially for it 
by leading authorities. Business Conditions and Forecasts (monthly) 
gives a summarized analysis each month of the statements of six of 
the foremost business services. 


These two examples, the N.A.M. and the A.M.A., show what such 
organizations are and do. Other representative organizations of employ- 
ers are : 

The LFnited States Chamber of Commerce 
National Industrial Conference Board 
National Electric Manufacturers Association 
National Metal Trades Association 
National Electric Light Association 
American Railway Association 

These associations have a central headquarters as a clearing house for 
the business of the association and for an interchange of ideas. They 
often divide their wmrk into separate divisions, having special groups to 
consider the functional types of work individually, as, for example, in 
the American Management Association. These associations usually have 
annual and periodic meetings in order to discuss their problems, to report 
on research work, and to investigate special topics. In such a way the 
interests of all members are promoted — a thing which individual com- 
panies or members could not easily accomplish. 

Company and Industry Organizations for Collective Bargaining. 
— Good as industry and trade associations and groups are, have such 
organizations as these any real power to decide group management poli- 
cies, and have they the organization, authority, and responsibility to 
carry them out ? Many companies meet with other companies in an indus- 
try once or twice a year, or even once a month, to discuss policies. This 
has some educational value, but it does not decide policies or put them 
into effect. If a majority of the companies in an industry w'ould vote on 
a certain policy or action to be taken, would all the companies work to 
put it into effect? 

Experience with intercompany relationships, particularly with the 
power of the employers’ organizations, shows that companies are loosely 


For description of the National Industrial. Conference Board see its bulletin The 
Arsenal of American Enterprise, 19A1. - ^ 
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organized within most industries or groups, and that industries have but 
little or no connection among themselves. 

Managements in some industries, such as glass and coal, and groups 
of companies are actually organized and bargain collectively together. 
In cities and localities groups of companies have joined into a unified 
front and are working together, such as the Associated Industries of 
Minneapolis ; Organized Business, Incorporated, in South Carolina ; 
San Francisco Employers’ Council; the Associated Industries of Cleve- 
land; the California Canning Industry; and the Pacific Coast Maritime 
Industry. 

Glass Industry. In the glass industry there are two glass manu- 
facturers’ associations : the Glass Container Association and the National 
Association of Manufacturers of Pressed and Blown Glasswares. These 
two manufacturers’ associations make annual agreements during the 
months of July and August with two national unions in the glass indus- 
try. These agreements are effective from September 1 until the following 
August 31 each year. All proposed changes to annual agreements are 
exchanged by each side at least thirty days previous to the assembling 
of the annual conference, and each proposition is considered item by item 
on its merit. 

Agreements are negotiated by the executive committees of the manu- 
facturers’ association and of the union. The manufacturers vote on the 
proposals presented by the union, and the union votes on all proposals 
presented by the manufacturers. This method of settling their affairs 
“has a tendency to create a mutual regard for each other’s interests,” one 
large glass manufacturer has stated. 

Ralph H. Lind,-' secretary of the Glass Container Industry Labor 
Committee, gave the following description of bargaining in the glass con- 
tainer industries : 

The relations of glass container manufacturers with labor unions 
go back over 100 years. In fact, the first record of a union in the glass 
industry was in 1833, and written records of union activities go back 
to 1842. 

Since the general strike in 1889, the glass container industry has 
been dealing with two international unions on an industry wide basis. 
Since 1912, these two unions, both of which are affiliated with the 

“•* Ward B. Stevenson, “Employers Shotdd Form Unions,” Factory Management and 
Maintenance, February, 1943, p. 89. L > 

”®C. Norwood I-Iastie, “Organized Business in South Carolina,” Manufacturers 
Record, Baltimore, Maryland, August, 1941. ^ 

The author is grateful to Mr. T. W. Rowe of the Owens-Illinois Glass Company for 
the basis of this material on the glass industry. 

“■^ Letter to the author, February 9, 194.1. 
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American Federation of Labor, have had their jurisdictions clearly 
defined. 

Up to 1937 the union membership was largely confined to the ma- 
chine operators and the mould makers. Since then the miscellaneous 
employees in nearly all of the companies have been organized into 
industrial unions within the jurisdiction of the two international 
unions with which the industry has had relations for so many years. 
These relations are for the most part on what might be called the 
closed shop basis. Both management and labor have had to do con- 
siderable educational work in bringing about an understanding on the 
part of these miscellaneous workers of the right kind of labor rela- 
tions. 

Annual agreements covering machine operators and mould makers 
have for a number of years been negotiated on an industry basis. 
Representatives of the companies and of the local union officials and 
conferees and the national officers of the unions meet yearly, usually at 
Atlantic City, and their negotiations usually cover a period of about 
one week. They come to an understanding then or later regarding the 
working conditions and the w^age rates for the machine operators and 
the rnould makers for the following year. The meetings with the two 
unions are held separately. 

Meetings for the negotiation of agreements with the miscellaneous 
workers are not on an industry wide basis. Practically all of these 
agreements are between the union and an individual company. 

There have been very few changes in the leadership of these two 
unions during the past fifty years. One of the unions, the Glass Bottle 
Blowers Association, has had but four presidents since 1889, and the 
present president has held office since 1924. The new president of the 
American Flint Glass Workers Union, an experienced labor leader 
and a man trained in the glass industry, recently succeeded the former 
president who had had a long and successful career. 

During the last fifty years there have been very great mechanical 
and technical changes in the glass container industry due to the instal- 
lation of high speed machine production. There has been no union 
opposition to the introduction of machines or to the use of new im- 
proved methods. The unions have cooperated in pushing the sale of 
glass containers and in matters concerning tariffs. One of the unions 
uses a part of its income to advertise the use of glass containers. 
Both unions have done much to protect the industry against unfair 
legislation. 

While the relations with the unions in the glass container industry 
have on the whole been on a basis satisfactory to all persons con- 
cerned, there naturally have been differences of opinion between 
management and the unions. As you are of course aware, constant 
vigilance and proper labor policies are essential to the maintenance of 
smoothly running labor relations. The industry is fortunate in having 
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had relations over so long a period with two unions which are man- 
aged by competent, intelligent and reasonable officers. 

Associated Industries of Minneapolis. The Associated Indus- 
tries of Minneapolis describe their activities as follows : 

The Associated Industries of Minneapolis . — ^Associated Industries 
of Minneapolis is a voluntary, unincorporated, non-profit association 
of individuals and business and industrial firms, large and small. Its 
constitution prohibits any political activity. 

Its principal objective is to promote industrial peace — peaceful and 
friendly relations between employers and employes — on a basis of 
fair and square dealing with each other and better understanding of 
mutual problems. 

It is affiliated with the Minneapolis Civic Council and is charged 
with the important responsibility of handling local problems in the 
field of employer-employe relations. 

The progress of any city depends upon the growth and development 
of its industries. Their payrolls provide the purchasing power which 
creates business for all service trades and for the professions. 

One of the major factors affecting industrial progress is employer- 
employe relations, for industry is truly a partnership between the 
employer, with his resources and product, and the employe, with his 
skill and labor. 

Wholehearted and unselfish cooperation between employers and 
employes, and their representatives, with the public interest constantly 
in mind, will contribute tremendously to the business and industrial 
development of Minneapolis. 

The Associated Industries of Minneapolis cooperates with employ- 
ers and employes, not only to facilitate the negotiation of collective 
bargaining agreements, but also the prompt adjustment of disputes, 
grievances and other problem.s arising under such agreements. 

Through Industries Council, composed of two representatives from 
each of 37 business and industrial groups in Minneapolis, represent- 
ing more than 1,000 firms, Associated Industries of Minneapolis main- 
tains a clearing house for information concerning all of the principal 
collective bargaining agreements in effect. 

Industries Council was established under the auspices of Asso- 
ciated Industries for the purpose of encouraging cooperative action 
among employer groups and promoting the consummation of collective 
bargaining agreements fair to employer, employe and the public, 
without bitterness and strife. It operates within the framework of 
Associated Industries, but has its own officers and committees. 


Given to the author by M. E. F; Iserman, Director of Labor Relations of the 
A.ssociated Industries of Minneapolis, December, 1942. 
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It compiles and keeps available for employers and employes ac- 
curate, up-to-the-minute records of wage rates covering practically 
all classifications of employment in Minneapolis and elsewhere, and 
makes periodical wage surveys, both in the local market and in com- 
petitive markets. 

It maintains and publishes from time to time up-to-date statistics 
on the cost of living, and other statistics and information of interest 
and value to employers and employes. 

It provides copies of and information upon federal, state and 
municipal laws pertaining to employer-employe relations. 

It provides information regarding rulings of state and federal 
courts, affecting employer-employe relations; also rulings and deci- 
sions of the National Labor Relations Board, the Wage and Hour 
Division of the U. S. Department of Labor, the Social Security Board, 
the Minnesota Industrial Commission and other federal and state 
agencies. 

It is affiliated with the National Industrial Conference Board and 
the National Industrial Council. Through such affiliations it makes 
available to employers and employes valuable and authentic informa- 
tion concerning sound and progressive employment relations programs 
and national trends in the field of employer-employe relations. 

It maintains a personnel placement department which assists unem- 
ployed persons to find employment, without cost to either employer 
or employe. 

The determination of the policies of Associated Industries of 
Minneapolis, its government and the entire management of its affairs 
are vested in a Board of Directors, composed of thirty Minneapolis 
business men, elected by the membership. 

The Need for Strong Employers’ Associations. — Some of these 
industry groups are doing good work, but, generally speaking, there are 
few such effective employers’ organizations. Following a policy of rugged 
individualism, companies have been conceding one by one before nation- 
ally organized unions. 

Bargaining by industries is well established in England and Sweden. 
In 1938, President Roosevelt sent commissions, representative of employ- 
ers, labor, and the public, to study industrial relations in England and 
Sweden. The first sentence of the findings of the English Commission 
says: “In Great Britain employers in the major industries are generally 
members of industry-wide associations, which negotiate collective agree- 
ments with labor unions, or with groups or associations of unions.” They 
also represent the industry in dealings with the government, and the 
government encourages it. The findings of the Swedish Commission 
were similar. 
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The disadvantages of bargaining by industries, claimed by some 
employers, are that unions would finally boost wages up to those of the 
highest company in the industry and that unions would try to usurp 
management’s prerogatives. Experience in England and Sweden and, to 
a limited extent here, has not proved these claims to be well founded. 

Some lawyers question whether it is legal under the Sherman Anti- 
Trust Act for employers to join together and bargain collectively. How- 
ever, William H. Davis, chairman of the National War Labor Board 
and public representative on the Board, recommended it. 

On the whole, steel, copper, and automobile companies do not have 
any common policies upon which they have all agreed, but they could. 
They have no inter-industry organization of elected representatives with 
power to promote and to act upon matters of mutual concern to the indus- 
tries, but they could. On the other hand, local unions are organized into 
strong national and international unions. They have agreed upon poli- 
cies and the organization to fight for them. They usually get their 
demands because they are more strongly organized than the companies 
they are bargaining with. This statement is not in opposition to unions, 
because strong, responsible unions, democratically run, are good for a 
democracy. Though unions are strongly organized, there is still a need 
for inter-union organization and unity. 

As an example of the difference between unions and employer organi- 
zations, those irfa position to know stated that most of the unions which 
came before the War Labor Board and its panels were usually repre- 
sented not only by their local officers, but also by their national and inter- 
national officers and representatives, by their lawyers, by experts on 
special subjects who were professionals in their fields. They came with 
their arguments well prepared to support the policy or plan agreed 
upon by their own unions and backed up by their internationals. If any- 
thing happened in the government contrafy to those policies, their rep- 
resentatives were immediately on hand to make their demands known 
and felt ; they fought for their rights and often got them. 

Likewise, those in a position to know stated that most managements 
came before the. War Labor Board ill prepared, and not represented or 
backed by a strong employers’ organization. The demands of employers 
are not always made known to those who formulate policies in Wash- 
ington. Employers’ organizations do not back up their demands or make 
them felt as strongly as the unions. Should not managements have a 
strong organization with real authority to speak for all employers in 
an industry or in this country? 

When legislation or regulation is proposed affecting the union labor 
organizations, full-time representatives of: these labor organizations imme- 
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diately attack the problems with professional skill and great force. On 
the other hand, the effort of industry to protect itself is often left to the 
well-meant but intermittent efforts of a few volunteers. It may often be a 
case of amateurs against professionals, and employers suffer accordingly, 
especially in a democracy where a man is a man and a vote is a vote. 

There are and should be strong union organizations in this country. 
There is and should be a strong government. There should be strong 
management organizations of employers to make a triple-strong democ- 
racy, as exemplified by the triple-strong Pacific Coast Maritime Industry 
Board of representatives of strong unions, strong managements, and 
strong government where peaceful industrial relations have finally 
resulted after turbulent trials. Employers could be organized, each could 
. elect representatives to an industry organization, each industry could 
elect representatives to a larger and stronger unified employers’ organi- 
zation with power to decide its own action and the course to follow. 

Management Viewpoints Toward Union Demands 

Management has to devise wise policies with reference to sales, pro- 
duction, and personnel relations. Labor unions are especially interested 
in management’s personnel policies and principles. However, the unions 
know that managements have had various viewpoints towards the unions’ 
demands and their means of accomplishing them. Just how does man- 
agement meet the demands and arguments of organized labor ? What do 
managements want from unions? How do managements’ demands differ 
from union demands? 

Management not only has to deal with the 13,750,000 workers who 
• are in labor unions, but also the large number of workers nvho are not in 
labor unions. With 45,166,083 employed workers, 14 years and over, 
in 1940 and 56,000,000 in the labor force in 1942, there are several times 
as many nonunion workers in the labor force as there are union workers. 
Therefore, management considers that it is obliged to keep in mind also 
the interests of all employees. 

Even though in a specific company or industry a majority of the 
employees are members of a union or unions, the management considers 
that the minority should have individual rights and that these minority- 
rights should be protected, especially if minority employees are loyal to 
the management in return for management’s fair dealing in the matter 
of wages, hours, and working conditions. 

Some managements object to the manner in which they contend that 
unions are organized by “agitators.” It is claimed that these organizers 
exaggerate difficulties and grievances against management in order to 
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show the workers that they need the unions to settle those difficulties and 
to obtain higher wages, shorter hours, and better working conditions. 
Other managements look upon the organizer as a professional money- 
maker, working for a large salary and for what many contend is a 
“rake-off” of so much per “head” from the dues of the workers they 
organize. 

Management objects when workers are coerced and intimidated by 
unions to join, and the employee is not left to his own free will and 
accord to choose whether or not he shall belong to the union. Employees 
should be free to choose whether they should or should not join a union, 
without interference, coercion or intimidation; even though in actual 
■practice this is not always true. 

A considerable number of managements believe labor leaders are 
radicals, dictators, irresponsibles, and/or “racketeers.’ There have been 
enough of these kinds of persons in the labor movement for manage- 
ment to object to, such as labor dictatorships, misuse of union funds, 
racketeering, extortion of money from employees, unauthorized and 
unjustified strikes, unwarranted jurisdictional disputes, unlawful pick- 
eting, and raiding of one union by another, A fair statement of racket- 
eering in unions is Harold Seidnian’s Labor Csars — A History of Labor 
Racketeering?^ 

Some managements contend that labor unions are not responsible, are 
undemocratic and cannot be legally held to the labor contracts for which 
they have bargained and to which they have agreed and given their 
word to uphold. These are evidenced, in the minds of managements, by 
wildcat strikes, breaking of contracts before expiration without legal 
redress by the management, the lack of regular or annual elections of 
officers, the nonpublishing of periodic financial statements to union mem- 
bers and the public. 

One of the strong beliefs on the part of managements against unions, 
or rather, their desire not to see it happen, is that the unions want to 
usurp or at least encroach upon the rights and prerogatives of manage- 
ment because some unions have endeavored to do so. The contention is 
that the management loses authority, control, time in making decisions, 
and discipline. Management wants to deal with its own employees whom 
they know and who know the business and the conditions in the com- 
pany, rather than with an outsider who does not know the company well 
and who will try to force on the company general conditions which may 
ruin or at least hurt the company in the long run. Managements want 
unions to be more flexible and union rules to be more adaptable to change. 

York, Liveright Pub. Corp., 1938; also see "Jury Report Alleging Union 
Waste and Theft,” Wt’ty York Times, January 22. 1944 fand January 1, 1944). 
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Perhaps the strongest contention by management towards unions is 
that the unions restrict output and will permit only a limited, “easy” pro- 
duction and “featherbedding” when much higher amounts could be 
produced. 

Management considers a jurisdictional dispute, -where two unions can- 
not agree which shall do certain work, an indication that unions are not 
only unable to run their own affairs responsibly, but also they cause inter- 
ruptions in work in which the management is not directly involved. Man- 
agement cannot understand why it should have to suffer from the faults 
of the unions as it views the situation. 

Management wants unions regulated at least as much as it is, and 
if unions have such a large portion of the public as members, they 
become public organizations and should be regulated accordingly. 

Management wants the highest possible production consistent with the 
good health and development of the worker. Progressive managements 
and unions both believe that the only way to obtain a higher standard 
of living is by production of more and more wealth at a lower unit cost 
of production and greater total wages for employees. 

As wages are so important to both management and labor, they will 
be discussed' separately in the following chapter. However, management 
also has definite views on other union demands. 

Labor unions often demand the union or closed shop. At least dur- 
ing World War II they requested from companies and went to the War 
Labor Board for maintenance of union membership. 

Employers usually have opposed the maintenance of membership shop 
before the National War Labor Board because they contend, among other 
things, that : 

1. The maintenance of membership is undemocratic. 

2. Once a worker joins the union under such clause, he is not free 

to resign from the union if he chooses, thereby losing his free 
choice to leave the union if it does something he does not like, 
without losing his job. 

3. The company has to “fire” the employee who may be a good 

worker and loyal to the management just because he does not 
pay his union dues. 

4. The union, just because it does not like an employee, can expel 

or suspend him from the union and thereby cause him to lose 
his job if he is not thereafter a member of the union. 

“Featherbedding” results when the union demands that one worker “stand by’" 
without working while another worker works on a job, or when production is limited. 

See PI. W, Prentis, Jr., The Right to Work (Armstrong Cork Co., Lancaster, Pa., 
April 20, 1943) for other reasons ; also other opinions by employers before the National 
War Labor Board. . 
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5. It is coercion affecting a man’s “God-given” right to work at a 

lawful vocation of his own choosing, and it can prevent a man 
from that right to work without right of appeal to a “higher 
court.” 

6 . Unions have not demonstrated that sense of responsibility which 

warrants such security as given by the maintenance of mem- 
bership because they have had “wildcat” strikes and work 
stoppages ; that they cannot be held legally to a contract once 
it is signed ; that they have no unfair labor practices imposed 
on them by the National Labor Relations Act as employers 
have ; and that union leaders dictate too much to their members. 

7. It may cause inter-union conflict between majority and minority 

unions ; that it “freezes’ or exterminates the minority union ; 
and that it prevents the minority and an individual employee 
from stating its or his opinion for fear of loss of member- 
ship and thereby employment. 

8 . Union leaders should not support unwarranted grievances and 

complaints even in a shop which is not closed or does not have 
a maintenance of membership. 

9. It stabilizes union leaders in their positions and gives them greater 

possibilities to mistreat the workers, or rather not to serve the 
workers as they should for their own benefit and that of the 
workers. 

10. Especially long service employees, loyal to the management, are 

“let clown” by the management by the latter’s agreeing to a 
maintenance of membership. 

11. Well-established unions in England and Sweden, and the respon- 

sible railroad unions in this country, do not need maintenance 
of membership to guarantee union security.. 

12. It would cause the employer to discriminate against an employee 

if he resigns his membership in the union. 

13. Tlie maintenance of membership is a form of closed shop with 

the reasons against it.^“ 

Under the maintenance of membership, an employee does not have to 
Ijecome a member of the union ; and, with a fifteen days’ escape clause, 
those who are members can resign during the first fifteen days. So actu- 
ally it is not a form of closed shop as described by the National War 
Labor Board as given previously. 

Montgomery Ward’s .statement to the National War Labor Board in New York 
Times, March 2, 1943. ' ' , . , . , , , ^ 

For further objections to maintenance of membership see those given by the Industry 
Members of the War Labor Board, April, 1944, as given in Chicago Trtbmtc, April 30, 
1944. ' • 
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Because employers contend that it is a form of closed shop, they 
object more strenuously to the closed shop. Therefore, let us examine 
their reasons for objecting to the closed shop. 

One company which has had a closed shop for many years gives the 
following disadvantages : 


1. The employees must, by agreement, forever pay tribute to the 
union in the way of dues or lose their jobs. They are permanently 
committed to union membership whether they like it or not. 

2. Depending upon the type of leadership, there may be an oppor- 
tunity for the union, due to their apparent power, to hinder the 
progress of the company technically and otherwise. 

3. We must constantly insist that employees consult their super- 
vision when seeking information or presenting grievances instead of 
taking the matter up with the union first, as otherwise this tends to 
make the union representatives appear more powerful than super- 
vision in the eyes of the employees. We do not tolerate this sort of 
thing. 

4. A closed shop carries with it many times the obligation to hire 
only members of the union or employees furnished by the union. 
Under our agreement, we must of course rehire in the order of 
seniority and ability any employees on layoff, but when these are 
exhausted we may hire whom we please. Armid a labor monopoly by 
insisting upon freedom to hire whom you please if you do agree to 
a closed shop. 

5. With a closed-shop agreement, we are often faced with requests 
that we use supplies, materials, services, in fact anything such as a 
load of sawdust, coal, lumber, gasoline for our trucks, etc., from 
firms employing A. F. of L. labor. However, we have maintained 
from the very beginning that w'e will favor such firms if the price, 
service, and quality are comparable to other available sources. You 
realize, of course, that our union truck-drivers cannot cross a picket 
line to load or unload materials, nor can they transport the product 
of a firm placed on the "unfair list.” If you sign a closed-shop 
agreement, be sure to include your unrestricted right to buy any 
material, product, or service you require from any source. If neces- 
sary, you can compromise by agreeing to favor union products, sup- 
plies, and services if the price, quality, and service are comparable. 
Once they have obtained a closed shop, there is a natural tendency 
to tie the employer up to the use of union traffic only. 

By properly providing safeguards in your agreement against the 
disadvantages we have listed, a eompany should have little difficulty 
from the closed shop and should be in a position to benefit from its 
possible advantages. 
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The tendency is for any company to speak in glowing terms of 
whatever labor set-up they may have ; however, we sincerely believe 
that what we have outlined above are the facts as we see them. 

A group of companies w^hich opposes the closed shop gives the fol- 
lowing reasons against it: 

1. The closed shop violates spiritual principles because it denies 
the theory of individual personality and individual free will. 

2. The closed shop violates economic principle, because it does not ' 
permit employment to be based primarily on individual ability, 
lowers quality and quantity of production, and thus unnecessarily 
increases production costs and prices to consumers. 

3. The closed shop violates the American Bill of Rights because 
it denies to the citizen the free right to work at a job on terms mutu- 
ally satisfactory to the employer and employee. 

4. The closed shop vests autocratic powers in union leaders, and 
this power, coupled with the huge sums of money collected from 
unwilling as well as willing workers (and with no legal requirement 
to account for receipts and expenditures), results frequently in cor- 
ruption, exploitation, and misuse of authority. 

5. The closed shop gives union leaders virtual veto power over 
management — although these leaders have no responsibility for the 
welfare of the company or for its owners and workers, or for the 
community in which the plant is located. 

6. The closed shop espouses discrimination and the destruction of 
equal competitive job opportunity. 

7. The closed shop discourages individual incentive, initiative, 
and efficiency, since it tends to destroy the worker’s normal motiva- 
tion to demonstrate superior ability. 

8. The closed shop provides a m^or obstruction to defense pro- 
duction; it insists upon an extension of its employment monopoly 
even at the cost of stopping vital production; it makes employment 
of defense workers contingent upon union membership rather than 
ability. 

With these statements as a beginning, let us review the various rea- 
sons managements have given against the closed shop in comparison 
to the reasons for the closed shop which were discussed in the previous 
chapter. 

1. Undmnocratic. The employee is deprived of the right to decide 
for himself the question of membership or nonmembership in the union. 
If the union does not possess sufficient merit and so conduct itself as to 

For arguments for the closed shop see Chapter 2 on “Labor Unions in a Democ- 
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attract and retain its members voluntarily, it is not reasonable to ask the 
employer to force employees into membership. The National Labor 
Relations Act does not require an employee to belong to any organiza- 
tion if he does not choose to join. 

2. Undermines supervision. Although legally employees have the 
right to present grievances to their employer at any time, unions ask their 
members to bring grievances to shop stewards. The shop steward, under 
a closed shop, then decides whether he will or will not present the 
employee’s grievance to management. This places the shop stewards and 
union officers on a plane which seems higher to the employee than that 
of his foreman. Loyalty of the employee can be transferred from the 
company and its management to the union. 

3. Establishes a chechnate for management. The closed shop places 
the union, which has neither investment in nor responsibility for the 
business in a position where it can checkmate the management’s operat- 
ing policies. Of cdurse, this is also true under open-shop conditions when 
a strong union exists, the diflference being that with an open shop em- 
ployees dissatisfied with a checkmate can withdraw from the union with- 
out loss of employment. 

4. Creates a monopoly. Since employment is made contingent on 
good standing in the union, ail employees are committed to permanent 
union membership, thus giving the union monopolistic control over the 
labor supply. 

5. Weakens disciplme. Since employees feel that union officers are 
more powerful than foremen, it is difficult to obtain compliance with 
those foremen’s orders which may be distasteful to the individual em- 
ployee. 

6 . Places 'Workers’ loyalty to miion above responsibility to employer. 
With good standing in the union a condition of employment, even though 
a worker may be contented with his work and satisfactory to manage- 
ment, the union has the power to bring about his discharge if his con- 
duct is objectionable to the union. Therefore, the worker is forced to 
comply with union regulations even though he may feel that, by so doing, 
he is slighting his work or being disloyal to the management. 

7. Gives, unions powers rightly exercised only by governmental agen- 
cies. The right to tax and the right to police are not questioned when 
exercised by governmental agencies selected by the entire body of voters. 
However, these powers are not delegated by the government to a class 
or group of voters who might benefit for their own group by their 
exercise of these powers. To subject all employees to taxation and polic- 
ing by a specialized group is not consistent with American democracy. 
Moreover, there usually is present the element of human weakness and 
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the strong temptation to misuse power to satisfy the greed and vanity of 
the individual rather than in the best interests of all concerned. 

8. Forces employees to pay tribute for the privilege of working. 
Unless initiation fees, dues, assessments, fines, etc., are paid up, an 
employee is not in good standing in the union — ^and loss of such standing 
may mean loss of job. True, the employee may be able to find work 
elsewhere, but he is denied a free choice of employment unless he pays 
whatever tribute the union exacts. 

9. Unions fail to live up to agreements. When management signs an 
agreement, it is binding upon the company and is backed by the assets of 
the company. Unions can be irresponsible financially and can violate 
their agreements, leaving management little or no recourse for the dis- 
ruption which may have resulted from such violation. So-called “outlaw 
strikes” conducted with the sanction and encouragement of local union 
officers, but against the advice of the parent union, indicate the inability 
of the union officers to control. As a result, management may not have 
sufficient confidence in the ability or desire of locals to live up to agree- 
ments to warrant increasing the power of the local through closed-shop 
provisions. Also, union leaders have more opportunity to play “politics” 
under the closed shop. 

10. Makes strikes more serious. When a closed shop is in effect, few, 
if any^ rank and file union members can resist a majority demand, or even 
the demand of a strong minority, for going out on strike. Here again, 
the same condition prevails with a strong union under an open-shop pro- 
vision, with the difference that an employee can conduct himself in such 
a manner as to incur the displeasure of the union without loss of job. 
If the government eventually takes steps to protect the right of every 
man to work, reducing the prospect of physical violence td^ the worker, 
his family, or his property, strikes under an open-shop condition would 
probably be less severe than at present. 

Finally, the President of the United States said on November 14, 1941 : 

The Government of the United States will not order nor will 

Congress pass legislation ordering a so-called closed shop. 

From this statement the National War Labor Board found a com- 
promise — the maintenance of membership shop. 

Unions usually want the checkoff of union dues along with the union 
shop or maintenance of membership, but management objects contending 
that the reasons against granting the checkoff are: 

1. Traditionally it has been against management’s policy to grant 
the checkoff of union dues from employees’ pay. 
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2. Checking- off union dues would make management serve as a col- 

lection agency for the union. 

3. Management would be interfering with union activities in that 

the union would not have to perform the dues-collection func- 
tion. If collections were not made as unions wished, additional 
grievances might occur. 

4. The checkoff of dues would be more work and expense to the pay- 

roll and other departments to deduct dues because of added 
clerical work, forms, etc. 

5. Though the checkoff might be a voluntary signing of a card by 

the employee, some “pressure” would probably be brought 
upon the employee to check off his dues. Because the checkoff 
has to occur only once during the life of the contract, there 
probably would be more pressure brought to bear than with the 
ordinary collection of dues. 

6. After the checkoff had been granted, the union would then 

request more and more. Then there might be more “politics” 
in the union in all probability, as one of the functions of the 
union steward or representative is the collection of dues. 

7 . During the war, if a company went to the National War Labor 

Board on the checkoff issue, thei-e was a slight possibility that 
it might not have been given the checkoff, as each case was 
handled individually by the Board. The usual pattern of the 
Board, however, was to grant the checkoff and maintenance 
of membership. 

8. Some industrial concerns in the past have opposed granting the 

checkoff because they believed it would give too much power to 
the union, to the extent that the bargaining power would be 
unequal in favor of the union. 

Other Management Views of Union Demands. — Management, 
also, has definite views on other union demands. With reference to 
grievances, management has foremen with whom the employee can at any 
time take up grievances and, in fact, anything else that he wants. The 
management does not want the employee or the union to “bypass” the 
foreman, but to deal with the first representative of management. 

In arbitration, management wants to settle its difficulties within the 
company and does not want to go outside to settle anything on a general 
basis which may not apply particularly to the company, especially by 
someone who may not know much about it. 

The strike is costly to both the management and the employees ; both 
lose greatly, and it is not worth that loss when they both have to sit 
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around the conference table after the strike is over and settle it anyway. 
To management the loss of production, an unnecessary loss in its opin- 
ion, is the greatest detriment to profits, dividends, and cost of living to 
the employee. However, when management sometimes feels that it can- 
not prevent the strike, it will say that if the employees want it, it will 
give it to them until they have had enough not to do it again. Manage- 
ment answers with the lockout ; the plant is closed, and employees can- 
not enter to work. 

Management usually would prefer to promote and lay off employees 
according to merit and efficiency rather than on the. basis of seniority. 
It contends that in a democracy each individual should have all the oppor- 
tunity for advancement that his ability will warrant ; otherwise, he will 
not have opportunity to progress up to his abilities. The best producers 
will produce the highest standard of living for themselves and the com- 
pany. Therefore, management thinks that they should be permitted to 
do so and not be hampered just because they happen to be employed a 
few days, months, or years later than others who cannot produce as 
much. Ability should count heavily in a democracy. Possibly when a 
better basis of mutual confidence between management and labor has 
been developed both will want merit to weigh more heavily than senior- 

ity- 

Managements are against the demands of unions for increased wages, 
vacations and holidays with pay, and better working conditions because 
they believe these increase the cost of production, with the result of 
either adding to the price of the product, which in strict competition 
cannot be done, or reducing dividends or profits, which may cause the 
company to fail or not progress. But are these demands necessarily un- 
profitable? * 

Management wants to know the facts about these things. With ref- 
erence to vacations, for example, the National Industrial Conference 
Board found the “average” vacation plan in 1943 as follows:®^ 

1. An average vacation plan for hourly workers provides for 1 
week of vacation after 1 year of service, and 2 weeks after 5 years 
of service. The usual vacation period for salaried workers is 1 week 
after service of 6 months and 2 weeks after 1 year of service. 

2. Hourly workers, as a usual practice, receive vacation pay on 
the basis of 40 hours’ straight time, salaried workers on the basis of 
their regular weekly pay without overtime. 

3. Choice of the time when the vacation is to be taken is left 
largely to the employee. 

an “Wartime Influences on Vacation Policies.” Conference Board Reports, Studies in 
Personnel Policy, No. S6, New York, National Indu.strial Conference Board, Inc., 1943. 
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4. If an employee who is qualified by service for a; vacation quits 
before the vacation period, he becomes ineligible for vacation pay. 
Exception is made in the case of employees called for military service. 

5. Employees are not being permitted to accumulate vacation time 
from year to year, but those entitled to two weeks’ vacation are 
usually allowed to split the vacation, if they choose, taking part at one 
time of, the year and part at another. 

6. Companies which normally shut down their plants during peace- 
time for general overhaul or inventory will follow last year’s prac- 
tice— there will be no general shutdown this year. , 

Many managements have found that the one or two weeks’ vacation 
for employees has increased production during the year sufficiently to 
make up for the 2% of the year’s wages for each week of vacation, as 
well as the loss of production during the vacation. 

Usually, management looks to the unit cost of production as the final 
criterion, and is willing to pay the highest possible wages consistent with 
the lowest unit cost of production. 

In summary, management wants : 

1. A good personnel relations organization. 

2. Sound personnel relations policies and principles of collective 

bargaining. 

3. To keep the loyalty of all employees and protect the rights of the 

minority and individual employees. 

4. Employees to have the free choice to join or not to join the union 

without interference or coercion from the union or any source. 

5. Unions not to agitate or stir up trouble or difficulties but to be 

really democratic. 

6. Union leaders to be responsible and of adequate service to 

employees. 

7. To maintain its prerogatives. 

8. Highest possible production consistent with the health and devel- 

opment of the worker without interruption. 

9. The highest wages consistent witlnthe lowest unit labor costs. 

10. To be able to employ and keep in employment any employee 

whether he is a member of a union or not — not a union shop, 
maintenance of membership, or checkoff. 

11. To handle the affairs of the company and settle them with its own 

employees and not an “outsider.” 

12. To promote and lay off employees by merit. 

13. To make a profit and pay dividends, 

14. Cooperation from the union and its leaders, 

15. Greater efficiency and satisfaction for all employees. 
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Democracy in the Management of Personnel Relations 

Although some things have been said about democracy in the manage- 
ment of personnel relations, does management recognize the democratic 
rights of the employees and strive to obtain acceptance of the responsi- 
bilities of a democracy? Little attention was formerly paid to the grant- 
ing of democratic rights to the employees by the “hard-boiled” or “rule- 
of-thumb” management. Then, as the management of personnel rela- 
tions became more systematic, more attention was paid to human rights 
and responsibilities. Time and conditions have formed management into 
its present pattern.^® Today many of those who manage our factories are 
professional managers, doing their jobs according to the best professional 
standards and setting criteria which will obtain from the employee a 
high standard of work and the acceptance of the responsibilities of the 
democracy which gives him the rights and privileg<^ he enjoys. 

If a manager sets the good standards demanded by his customers or 
the public, or if during war and peace the government gives the manager 
certain specifications which must be met, how can the employees be 
granted very much freedom or very many rights? It may seem that the 
very nature of the organization of industry limits its possibility of grant- 
ing democratic rights. But is it not true that within the framework of 
management or the government’s standards the employees can be granted 
more democratic rights and privileges than were granted under the old 
rule-of-thumb type of management? 

The pattern of the management of personnel relations has been 
described in the first part of this chapter. Then in a democracy the man- 
agement of personnel relations should strive to grant all of the rights of 
democracy and endeavor to lead, not “drive,” the employee to accept the 
responsibilities of such a way of life. 

What are some of the activities in the personnel relations field that can 
make industry more democratic without relinquishing management’s 
prerogatives ? 

1. Management can inform its employees of its personnel relations 

policies and discuss them with the employees, to whom it 
can at least grant the right to be heard on those policies. 

2. Management can employ its workers more systematically, scien- 

tificall}'', or considerately so they will be better adapted to the 
company and the job, and thereby better satisfied in their 
work. Greater job- satisfaction should result. 

For a more extremely modern pattern of the management of personnel relations, see 
How "Jahco” Achieves Production. Bedford. Ohio, Jack'& Heintz, Inc., 1944. 
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3. It can determine the value of the jobs by systematic job evalua- 

tion, so that fair wages will be paid' for those jobs according 
to the value of the job and the effort put forth. It can 
administer wages and salaries fairly. 

4. It can promote on the basis of merit and seniority by means of 

I'atings, tests, promotional charts, records, etc., and endeavor to 
eliminate “politics,” personal favoritism, or family relation- 
ship if it exists. 

5. It can determine the opinions of employees and base its policies 

and practices on these opinions within the limits of necessary 
standards. 

6. It can bargain collectively with representatives of its employees 

freely organized and elected by the majority. It can be co- 
operative with labor unions. 

7. It can provide training and education which will cause each 

employee to know his job well, to accomplish his utmost for 
himself and his company, and to develop himself. 

8. It can provide for the health and safety of employees. 

9. It can encourage suggestions from employees by adequate rewards 

and fair considerations, promote thrift, recreational activities, 
and other services which will advance the individuality of the 
employee. 

These activities are definite things which the employer can do, so it is 
well to consider them in more detail, discuss past and present practices, 
and try to find how these activities can be made to give to employees the 
rights of a democracy and thereby cause them to accept the responsibili- 
ties. 

In general, management should give to employees as many of the 
rights of a democracy in the company or corporation as it can and keep 
and progress in business; and then the employee should be willing to 
accept the responsibilities of a democracy. 

Management realizes that, labor wants a higher standard of living, 
more real wages, improved working conditions, shorter hours, employ- 
ment, and old-age security. It knows that labor will endeavor to accom- 
plish these wants by organization, recognition, collective bargaining, the 
closed sliop, checkoff, and other means. 

Can management give labor what it wants and still maintain its pre- 
rogatives, profits, and higher production ? 

If management is willing to cooperate with labor and the government 
and agree that more democracy is good for all concerned — for labor, 
management, and the government-— and actively promote democracy; 
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and if labor unions will assume their rightful responsibility, be demo- 
cratic in administering their own affairs and provide sound leadership ; 
the author believes that a high or higher level of production can be 
reached and that reasonable profits, property rights, management pre- 
rogatives, higher wages, greater benefits, etc., can be maintained. This 
can be done with the advancement of management, labor, and the govern- 
ment. It will be done only in and by a stronger democracy. 

Management has become professional. Certain progressive principles 
and practices have been developed which, if management uses them, can 
accomplish its reasonable purposes and give labor many of the things it 
wants. If a particular company’s management does not employ them, 
it may not accomplish what it or others desire. The more progressive 
companies, modern-management-wise, will take the lead and surpass 
their less wise competitors. A better personnel relations program and 
personnel organization may be the only advantage one company has 
over its competitors. 



CHAPTER 4 


WAGES 

Wages are extremely vital in personnel relations. Wages are the 
worker’s principal purchasing power from which comes his standard of 
living. An increase in real wages means a higher standard of living. 
Naturally, every employee wants as high a wage or standard of living as 
it is possible for him to have. 

To the employer, wages represent a large portion of the cost of his 
product, and a still larger portion of the value added by the manufactur- 
ing process. An increase in wages often represents to the employer an 
increase in the cost of his product, a decrease in profits or dividends, or 
perhaps an increase in the price asked for the product. Many employ- 
ers want a low labor cost, or rather, as low a labor cost as possible that is 
still consistent with good industrial relations. That does not necessarily 
mean that the employer wants low wages, but may mean specifically that 
he wants a low labor unit cost of product. 

Wages can be considered from many points of view and according to 
many theories. We could discuss the following theories ^ of wages : 

Subsistence Theory — ^that wages are determined by the cost of pro- 
viding subsistence for the workers. 

Wage Fund Theory — ^that after rent and raw materials are paid for, 
a definite amount remains for labor and that that total w’’age fund 
and the number of workers determine the average worker’s share 
in wages. 

Labor Theory of Fa/we-— that the value of a commodity is deter- 
mined by the quantity of labor expended on it during production, 

Residtml Claimant Theory — ^that wages represent the amount of 
value created in production that remains after the payment has 
been made to all productive factors other than labor. 

Marginal Productive Theory—th^t wages are based upon the entre- 
preneur’s estimate of the probable value that will be produced by 

^ For an explanation of these wage theories, see Dale Yoder, Labor Economics and 
Labor Problems, New York, McGraw-Hill Book Co., 1933 ; and various texts on eco- 
nomics. (The author realizes the limitations of trying to explain each theory in a line 
or two.) 


Ch.4] 


WAGES 


125 

a marginal worker; or the Demand and Supply Theory — that 
wages depend upon the demand and supply of labor. 

Collective Bargaining Theory-^th.dl wages depend upon collective 
bargaining and the bargaining power of labor. 

Standard of Living Theory — that wages are determined by the 
standard of living of the wage earners. 

These theories have their place in the determination of wages. But 
when management and the freely chosen representatives of the labor 
union sit around the conference table with reference to an increase in 
wages many considerations, very vital to both groups, present themselves. 

Some of the principal wage considerations which are usually taken 
into account for an increase or decrease in wages are as follows : 

1. The standard and costs of living, and a comparison of those costs 

with the wages received and requested 

2. The ability to pay — ^percentage of sales, decrease in dividends, 

sharing the profits, or price of product 

3. The wages in the industry 

4. The wages in the community, and comparisons among companies 

5. Job differentials as determined by job evaluation 

6. Individual differences among employees as determined by per- 

sonnel ratings and tests ; differentials between men and women 
workers 

7. Collective bargaining and labor union differentials 

8. Differentials in the management of personnel and labor relations 

and in wage plans 

(a) Adequate management of personnel and industrial relations 

(b) Wage incentives and bonus plans 

(c) Special premiums for overtime, night shifts, and vacations 

9. Governmental regulations: 

(a) Wage and Hour Law — Fair Labor Standards Act 

(b) Walsh-Healy Act 

(c) Social Security Act, etc. 

(d) National Labor Relations Act 

(e) War Labor Board Rulings 

10. Taxes 

11. Business conditions and the labor supply 

12. Other wage x^roblems particular to the individual company, sucb 

as wage customs 

In order to cover adequately a wage problem in a particular company, 
each and all of these considerations should be taken into account on any 
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wage adjustment. They are not given in order of importance, for at one 
particular time the cost of living may be the principal or most important 
consideration, whereas at another time it may be the rates in the industry, 
etc. From a practical point of view, one or all may not solve a com- 
pany's problems or that of a union. These are not panacean considera- 
tions. Management and labor are both human and each may use those 
factors which are in its favor for or against an increase at the particular 
time of a wage demand or adjustment. The proper and fair adjustment 
of wages can result when both sides have obtained as many facts as pos- 
sible about a problem, classified those facts adequately, and reached wise 
and human solutions of the problem based upon those facts and in good 
faith. 


Wages and the Cost of Living 

Much discussion about the standard and cost of living has always been 
held, but more significance w'as and has l)een attached to it during and 
since 1942 because wage increases were demanded and granted on the 
basis of the increased cost of living. Canada’s law stabilizing wages 
which was based on the cost of living had some effect on considerations 
of cost of living in the United States. 

On November 15, 1941, fifteen basic wages were stabilized in all 
except a few industries throughout Canada, and a “cost of living” bonus 
was granted to wage earners making $25 or more per week at the rate 
of 25 cents per week for every 1% rise in the cost of living in 
terms of August, 1939, as an index of 100. This was in accordance with 
the terms of the “Wartime Wages and Cost of Living Bonus Order” 
issued by the Canadian Government on October 25, 1941. 

Following Canada’s lead, the cost of living was stressed in the United 
States as evidenced by the following extracts from President Roose- 
velt’s message to Congress on April 27, 1942, on this subject : 

... I list for the Congress the following points, which, taken 
together, may well be called our present national economic policy: 

1. To keep the cost of living from spiraling upward, we must 

tax heavily, and in that process keep personal and corpo- 
rate profits at a reasonable rate, the word “reasonable” 
being defined at a low level. 

2. To keep the cost of living from spiraling upward, we must fix 

ceilings on the prices which consumers, retailers, whole- 
salers, and manufacturers pay for the things they buy; and 
ceilings or rents for dwellings in all areas affected by war 
industries. 
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3. To keep the cost of living from spiraling upward, we must 

stabilize the remuneration received by individuals for their 
work. 

4. To keep the cost of living from spiraling upward, we must 

stabilize the prices received by growers for the products of 
their lands. 

So To keep the cost of living from spiraling upward, we must 
encourage all citizens to contribute to the cost of winning 
this war by purchasing war bonds with their earnings in- 
stead of using those earnings to buy articles which are not 
essential. 

6 . To keep the cost of living from spiraling upward, we must 

ration all essential commodities of which there is a scarcity, 
so that they may be distributed fairly among consumers 
and not merely in accordance with financial ability to pay 
high prices for them. 

7 , To keep the cost of living from spiraling upward, we must dis- 

courage credit and installment buying, and encourage the 
paying off of debts, mortgages, and other obligations; for 
this promotes savings, retards excessive buying and adds 
to the amount available to the creditors for the purchase of 
war bonds. 


In respect to the third item, seeking to stabilize remuneration for 
work, legislation is not required under present circumstances, I 
believe that stabilizing the cost of living will mean that wages in gen- 
eral can and should be kept at existing scales. 

Organized labor has voluntarily given up its right to strike during 
the war. Therefore, all stabilization or adjustment of wages will be 
settled by the War Labor Board machinery which has been generally 
accepted by industry and labor for the settlement of all disputes. 

All government agencies were guided by these policies." Prices were 
regulated by the Office of Price Administration.^ The importance of 
maintaining a stable cost of living was further emphasized by President 
Roosevelt in a telegram from him to the War Production Board Con- 
ference on shipbuilding stabilization on May 2, 1942. 

A few companies in this country have voluntarily or by agreement 
with trade unions set up plans whereby adjustments of wages are more 
or less automatic with the adjustment of the cost of living index. The 
principle underlying the plan, according to an analysis of twenty-eight 
such plans by the National Indastrial Confei'ence Board, is that for each 

^Nc7v York Times, .April 28, 1942. 

“The Genenil Maximum Price Regulation,” Nea.' York Times. 29, 1942. 
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specified change in the cost of living index, a corresponding change will 
be made in wages. Nineteen of these plans were incorporated in union 
agreements. The cost of living index of the Bureau of Labor Statistics 
for the particular city or nearby city is used. The General Electric Com- 
pany had such a plan for a number of years but discontinued it on the 
signing of a new labor contract in 1941. There are some objections to 
pinning wages to the cost of living index. 

From the standpoint of labor, it may stabilize too rigidly the standard 
of living which the emplo5?ee obtains from his wages, even though the 
cost may change considerably. Labor objects because it wants to raise 
the standard of living higher. There is a great need for the establishment 
of an adequate standard of living and the development of the ways and 
means whereby at least that standard can be provided for every worker. 
There has been much discussion about what standard of living a worker 
should have. In ordinary discussions references are made to a living 
wage, a subsistence wage, a cultural wage, a poverty wage, or a luxury 
wage. Any statement of a standard of living which is general and can- 
not be specific is not adequate for determining what a worker should or 
should not have. Perhaps the most professional thought on this subject 
has been given by the Bureau of Labor Statistics of the United States 
Department of Labor. In June, 1920, the Bureau published what was 
commonly termed the “health and decency” standard of living for that 
period.^ 

An excellent research study on specific standards of living was made 
in 1936 by the Division of Social Research of the Works Progress 
Administration. Quantity budgets of goods and services necessary for a 
basic maintenance standard of living and for operations under emergency 
conditions were determined.^ Because of the difficulty inherent in estab- 
lishing .such a standard, ascertaining its cost, and keeping both standard 
and cost up to date, this study endeavored to set up a technique for deter- 
mining the cost of maintaining an adequate standard of living at the 
lowest economic level. It established quantity estimates of good.s and 
services necessary to maintain that standard for a male industrial, serv- 
ice, or other manual worker of small means, his wife who does all the 
work in the home, including cooking, cleaning, and laundry; and chil- 
dren of both sexes between the ages of two and fifteen, inclusive. Allow- 
ances were made for both psychological and physical needs. Because of 


“Minimum Quantity Budget Necessary to Maintain a Family of Five in Health 
and Decency,” Bureaii of Labor Statistics, U. S. Department of Labor, Monthly Labor 
Raviczv, Vol. X, No. 5, June, 1920. 

® Margaret Loomis Stecker, Quantity Budgets for Basic and Emergency Standards 
of Living, Division of Social Research, Works Progress Administration, Washington, 
D. C, 1936. 



WAGES 


Ch.4] 


129 


the depression at that time, an emergency standard was also set up, pro- 
viding for the most essential physical needs only. 

The maintenance and emergency budgets each contained detailed 
descriptions of the quantities and qualities of ; 


1. Food 

2. Clothing, clothing upkeep, and personal care 

3. Housing 

4. Household operation (including fuel, light, and operation of 

small household appliances, ice, household supplies, telephone, 
postage, writing materials, water, and refuse disposal) 

5. Furniture, furnishings, and household equipment 

6. Medical care 

7. Transportation 

8. School attendance 

9. Recreation (including newspapers, movies, organizations, tobacco, 

toys, and radio) 

10. Church and other contributions 

11. Life insurance 

12. Taxes 


These were subdivided into detailed quantities and qualities. The 
qualities and quantities set up for the emergency budget were about 25 % 
to 30% lower than the maintenance budget. 

In discussing the various standards of living, it is a difficult matter to 
define and give specifically the quantities and qualities necessary for 
determining a paiticular standard and its cost. The Bureau of Labor 
Statistics has kept the cost of living data for the maintenance standard 
up to date, and reports the actual dollar costs of living in thirty-three 
large cities for a four-person manual worker’s family at this maintenance 
level.® 

The general computation by the U. S. Bureau of Labor Statistics . 
estimates that food accounts for 41.8% of the cost of living; clothing, 
12.1% ; rent, 17.3% ; fuel, electricity, and ice, 6.0% ; house furnishings, 
3.1% ; and miscellaneous 19.7%. 

In 1943, labor attacked the cost of living estimates of the Bureau. 
The President of the United States appointed a tripartite committee of 
the War Labor Board to investigate what the cost of living in October, 
1943 was, and how it compared with other dates, how the figure is 

® U. S. Bureau o£ Labor Statistics, Estimated Intercity Differences in Cost of Living, 
Washington, D. C. : 

Neva York Times. December 12. 1943. 
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arrived at, and if changes in the methods and concrete suggestions should 
be made. 

Labor unions emphasized that the lower income groups spend a higher 
percentage for food, that they could not buy low price articles in 1943, 
that prices were higher in war plant cities than in key cities, and that 
quality had decreased. The U. S. Bureau of Labor Statistics maintained 
that its findings were correct. 

However, it is important for an individual company to keep above the 
cost of living figures as given in the Bureau of Labor Statistics reports if 
it wishes to provide its workers with at least a maintenance standard of 
living. Although it is easy to say that a company should keep informed 
of the current cost of living in its own locality, there are many problems 
involved in doing this, especially if the city in which the company is 
located does not happen to be one in which the Bureau of Labor Statis- 
tics, the State, the National Industrial Conference Board, or some other 
organization makes a cost of living study regularly. 

First, the general divisions in the maintenance budget must be 
weighted by a study of the budgets of the workers in that locality. This 
is a long, professional process of obtaining on a detailed schedule a 
representative sampling of all the receipts and disbursements of the 
families in the community. Each item is analyzed in detail. The most 
elaborate budgetary studies were made in March, 1935 for fifty-nine cities 
by the Division of Social Research ® of the Works Progress Administra- 
tion. The data in this study form the basis for the present intercity 
differences in cost of living figures reported regularly by the Bureau of 
Labor Statistics of the United States Department of Labor. The Bureau 
also reports the changes in the cost of living each month in its bulletin 
'‘Changes in the Cost of Living,” which is available to companies free of 
charge. The National Industrial Conference Board also publishes the 
changes in the cost of living in sixty cities each month.^ A company can 
oljtain the cost of living figures from such bulletins and make and keep a 
running chart showing the comparisons of the relative changes in the cost 
of living and in various forms of wages — ^liourly, weekly, and annual.^® 

Though maintenance budgets may be known, are workers receiving 
sufficient wages to meet those particular standards? Perhaps the best 
study of consumer incomes in the United States was made by the 

® Margaret Loomis Stacker, "Intercity Differences in the Cost of Living in March, 
1935, 59 Cities,” Division of Social Research. Works Progress Administration, Research 
Monograph XII, Washington, D. C., U. S. Government Printing Office, 1937. 

“ National Industrial Conference Board, Management Record, New York City, (pub- 
lished monthly). 

See “The Value of Wages,” The Bulletin, Waterbury, Conn., The Scovill ManU' 
facturing Co., November 17, 194i, for an example of such comparison for one company. 
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National Resources Committee in 1935 and 1936}^ This study showed 
that about a third of the families and single individuals received less than 
$750 per year at that time. Over two-thirds received less than $1,500. 
This situation changed during World War II. 

The General Electric Company reported in the Mezv York Times of 
March 6, 1942, that the average pay of 109,000 workers with that com- 
pany was $2,346 in 1941. Similar figures for two other large companies 
show that one was $2,013 and the other $2,200. All three were above 
$2,000 and considerably (more than 25%) above the maintenance 
budgets established by the Bureau of Labor Statistics for the cities in 
which those companies are located. Such annual figures show where a 
company stands with reference to the maintenance budget for its locality. 


THIS INFORMATION IS ONLY FOR STATISTICAL INFORMATION OF YOUR UNION 

Department — Occupation Classification 

Hourly Of piece nte Average Weekly Earnings Average Weekly Borois 

^ ^ j 

Married Single If single, average cost of room and board ________ 

If fnarried, number of Dependents — .. Monthly Rent 

If owner of home, average of monthly cost of taxes, repairs, water cent or any other costs 

Number of rooms of dwelling — Average Cost of Heating Type of heating equipment ™, 

Type of fuel used Cost of telephone Cost of lighting, pet mo Cost of clothing.,-.,—., — 

Cost of food, pec mo Cost of Recreation, pet mo. Type of recreation 

Do you own an auto? Cost of car per year 

Figure 9. Union Questionnaire on the CosL of Living 

Cost of living figures also can be used to settle w^age disputes in other 
ways. In April, 1941, Revere Copper and Brass Incorporated had a 
demand for an increase in wages at its Baltimore Division because of a 
wage differential between that division and the Rome (New York) Divi- 
sion. This had been set up previously because of a differential in cost of 
living, production costs, and other factors. The discussion, however, 
centered around the cost of living. The Interstate Copper and Brass 
Workers’ Union Locals No. 1 and No. 2 had the bargaining rights at 
the two plants in Rome, and Locals No. 3 and No. 4 at the two plants 
in Baltimore. The union passed out to its members in the four locals a 
que.stionnaire (Figure 9) asking each to give the cost of food, fuel, 
recreation, rents, etc. 

Consumer Incomes iyi the United States j National Resources Committee, Wa.sh- 
ington, D. C., U. S. Government Printinjr Office. 19.TS. 




PERSONNEL RELATIONS 


132 


[Ch.4 


They also compared chain store prices in Rome with those of the same 
products in Baltimore. This did not seem sufficiently scientific. So the 
president of the Interstate Union and the vice president in charge of 
personnel and labor relations of the company went to Washington and 
asked the Head of the Cost of Living Division and the Commissioner 
of Labor Statistics to explain the technique of making a cost of living 
study, which they did. 

The union then agreed to accept cost of living figures obtained by the 
Bureau of Labor Statistics. Further, it was agreed that the company 
would decrease the w^age differential if there were no differential in the 
cost of living. The problem was to have the cost of living studies made 
for Rome, as the Bureau makes a cost of living study regularly in Balti- 
more. The company and the union wanted the facts on the cost of living 
at Rome, too, so they each paid one-half of the cost of having this study 
made. The Bureau of Labor Statistics had its representatives make an 
actual study of the cost of the various items; food, clothing, fuel, light, 
and ice; housefurnishings, rent, and miscellaneous items. After these 
. were obtained for Rome (similar to those already available for Balti- 
more), many problems arose as to what budget to use, what weightings 
for the different items in the different localities, what market basket to 
use, etc. 

For example, much depended upon what was considered to be a house. 
In Rome it is customary to have a separate dwelling as a home ; in Balti- 
more they put many together. A comparison of rents in the two cities 
presented problems which could be solved only after thorough and sys- 
tematic study and professional thought by the Bureau. From this discus- 
sion it is apparent that we need more good cost of living studies in this 
country. The Bureau of Labor Statistics and the National Industrial 
Conference Board have good procedures which are recommended. 

From the study it was found that the budgets for the cost of living in 
Rome and Baltimore based upon the Basic Maintenance Budget for a 
Family of Four (as determined by the Works Progress Administratio.n 
in 1936, and brought up to date by the Bureau) were practically the 
same. As the company had agreed to decrease the wage differential if the 
cost of living was similar, the management gave an increase in Baltimore. 
The problem was solved by these facts, even though the company had 
already been paying much more than the amount given in the budgets of 
the Bureau. 

The discussion in this chapter on wages seems to present two main 
problems : (1) What should a worker’s standard of living be? (2) How 
can industry and business be run so as to give all workers that standard ? 
The first question cannot be answered by light thinking. It requires pro- 



fessional thought by a group of persons experienced in the development 
of standards of living, as well as considerations by labor or through 
labor’s representatives, managements through their representatives, and 
the government through the Secretary of Labor, Commissioner of the 
Bureau of Labor Statistics, and other bureaus. The second question in- 
volves a still larger challenge to business and industry. It challenges the 
whole democratic process. A company and its union has to consider other 
factors in the problem of raising, decreasing, or stabilizing wages. Be- 
yond the cost of living are the questions of the ability to pay for an 
increase or how to decrease wages when warranted by a loss of business. 

The Ability to Pay 

Although the discussion of wage adjustments may center around the 
cost of living, an individual company cannot increase wages unless it has 
the ability to pay them. Wages come from the money received from the 
sale of the product. If a company has no production, it has no wages. In 
fact, if nothing is produced, nothing is for sale. In the end there is no 
company. 

To the management, wages are a large part of the cost of production. 
The percentage that wages are of the value of the product and the value 
added by manufacture varies with different companies and industries. 
The percentage value of wages varies from 5 % in the petroleum indus- 
tries to 23% in the textile companies. Even within an industry the per- 
centage which wages are of the value of the product varies. In two 
copper and brass companies making similar products, the wages of one 
were 19% of the total cost of the product, whereas the wages of the other 
were 36% of the cost. 

Dickinson found wide variations in the percentages which wages 
were of the value of the product for 1937 : all manufacturing industries, 
17%; food products, 9%; textiles, 22%; motor vehicles, 10%; motor 
vehicle bodies, parts, 21%; chemicals, 10%; petroleum refining, 5% ; 
printing and publishing, 21%. The percentages which wages were of the 
value added by manufacture showed: 51% for all manufacturing indus- 
tries; 38% for foods; 61% for textiles; 52% for motor vehicles; 63% 
for bodies and parts; 31% for chemicals; 37% for petroleum refining, 
and 53% for printing and publishing. 

As these percentages vary so much, it is evident that the same per- 
centage increase in wages for one company where wages are a small per- 
centage of the value of the product is relatively more significant than in 

Z. Clark Dickinson, Collective Wage Deierminatioii, New York, The Ronald Press 
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a company where wages are a large percentage of the value of the prod- 
uct. That is, relatively, if a petroleum refining company were to double 
wages, the per cent which wages would be of the value of the product 
would be only about 10 %, whereas in textiles, doubling the wages would 
increase the percentage of the value of the products which wages were to 
44%, of course, with some variations from these percentages. 

Similarly with smaller percentages of increases. For example, an in- 
crease of 10% in petroleum refining would mean only an addition of one- 
half of 1% to the percentage which wages would be of the value of the 
product, whereas in textiles, an increase of 10% in wages would repre- 
sent roughly a 2.2% increase in the percentage which wages were of the 
value of the product. 

The most vital question which labor asks is whether the company is 
able to pay, especially if the company is making a profit. This raises the 
very controversial subject as to what the workers’ share in the income of 
the company should be. Should an increase in wages be paid before an 
increase in profits is made or should a company increase dividends before 
it pays more wages ? In recent years, particularly before the war^ a num- 
ber of employers would have liked to raise the wages of their employees, 
but the nature of their product or services was such that the margin of 
profit was small, and if they had to add the increased wages to the price 
of the product, purchasers of the product, and recently the government, 
would have reduced their orders. In the end the situation would have 
been disastrous to those companies, because they had to sell their products 
to have money to pay wages. 

It may be said that those companies can improve their methods and 
equipment. This is not always as easily done as said. There is room for 
improvement in most companies, and the unit cost of production can be 
decreased by the improvement of methods, equipment, purchase of mate- 
rials, and by personnel and labor relations activities. 

This brings us to the Number One Philosophy of wages, as the author 
sees it, the philosophy of high wages and low unit cost of production. A 
specific example of such a philosophy is given in a statement by the 
president of one large company as follows: 

The output per unit has been doubled, the quality has been im- 
proved, and the working conditions for the men have been tremen- 
dously improved. ... 

... Ten years ago our hourly base rate was 32 cents per hour, 
now it is 71 cents per hour. . 

You may wonder how we could meet these rising rates and still 
survive, but the theory of modern industry is to reduce continually 
costs by mass production and technical improvements, distributing the 
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savings, partly to the worker in increased wages, and partly to the 
public in reduced prices for our products. The increase in wages 
raises the standard of living and the decrease in prices of our prod- 
ucts broadens the market, enabling more people to purchase. This 
starts another cycle of increased production which further reduces 
cost. We also have to provide wages for the capital or savings which 
are invested in the business and make it possible, and we have to pro- 
vide capital for modernizing or expanding our plants. . . . 

While this is a specific example, it seems evident that a company must 
keep on the alert for rapid changes in all phases of its business. It must 
be “on its toes” and keep improving the output per unit of its machinery 
and equipment. The quality of its product must be constantly improved 
to meet stricter specifications ; working conditions for the men must be 
constantly improved ; sales methods must be revamped to meet changing 
conditions, to the end that every phase of a modern business must keep 
pace with modern conditions. Change will always be taking place. 

The methods of paying high wages and reducing the unit cost of pro- 
duction ’may be exemplified by the experiences of a gear manufacturing 
company. One department of a company manufactures sixteen gears in 
eight hours. Wages are SO cents an hour, making a total labor cost for 
the eight hours of $4.00 for sixteen gears, or a unit labor cost of 25 cents 
per gear. By improved methods of setting the gear cutter and handling 
the gears, it was possible to produce twenty gears in the eight hours and 
the company increased wages to 55 cents per hour, or a total labor cost of 
$4.40 for twenty gears, or a unit labor cost of 22 cents per gear, not con- 
sidering the decrease in overhead cost per gear. In this case there was an 
increase in wages with a decrease in unit labor cost. It would have been 
possible to increase wages to 62j4 cents and still keep the labor unit cost 
per gear the same as it was — ^25 cents. (That is, twenty gears produced 
in eight hours at cents per hour would be a cost per gear of 25 
cents.) It may be asked, why should not the company decrease the price 
so the worker would benefit by that decrease in price? The worker in the 
gear plant may not buy gears. Therefore, if he does not buy gears, he will 
not profit by the decrease in price, even though the worker in another 
company may. From a social point of view, however, the argument would 
be good. 

The theory of high wages and low cost is again exemplified in a paper 
plant of medium size, where output per machine-hour was increased 38% 
and labor costs were reduced 30%, with the result that the individual 
employee earned 22% more in wages than he had previously.^^ The 

N. M. Perris, “High Wages-Low Costs,” Factory and Industrial Management, 
July, 1930, pp. 47-48. 
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manufacturing process takes paper board in various sizes, weights, and 
cuts ; creases, prints, and glues this paper board into boxes. The study 
of machine time led to the proper operation of the machines. The correct 
placing of men and the definition of their work made it possible to keep 
them operating at their best speed. The results are shown in Figure 10, 
The experience of the Lincoln Electric Company of Cleveland 
shows large increases in wages because of low labor unit cost. In a decade 
the average worker’s total pay went from $1,996 to $4,879, while the 
productivity per man went from $6,107 to $25,025. A Lincoln welding 
electrode that sold for 16 cents a pound in 1929, sold for 4.8 cents a 
pound in 1942. Substantial bonuses have encouraged employee initiative 
to the extent that improvements in production method and design have 
come from employees as a result of the incentive pay. 

These instances are not exceptional, as shown by Figure 11, which 
emphasizes that in general while hourly earnings were going up since 
1899 the man-hours and labor cost per unit of production were decreas- 
ing. High wages and low unit cost have been an actuality. Figure 12 
also emphasizes that from 1939 to 1943 labor cost per unit of output did 
not rise as fast as production and payrolls. 

In these and other respects Carl Snyder has stressed the relation of 
high wages and prosperity as follows : 

We now have ample statistical evidence to establish the following 
propositions : 

1. Taken broadly, real wages are determined by the product per 

worker, and are a fairly fixed share of the value of the prod- 
uct, Unless, then, the product can be increased, the level 
of real wages cannot. 

2. The product per worker is determined in the long run by the 

capital investment per worker, which makes possible the 
use of new machinery, new processes, and new methods of 
production. 

3. The rate of growth of capital investment and of aggregate 

product has been approximately the same in this country for . 
a century or more, indicating that an increase in product is 
dependent on the provision of additional capital. 

4. The rate of growth of total wages and of total product has 

been nearly the same, so that over long periods the share 
of the product going to labor has remained nearly constant. 

In some plants it would be more difficult to effect such a change to a 
lower labor unit cost and increased wages. These instances are a dial- 

Time Magazine, June 8, 1942, p. 82, 

Carl Snyder, Capitalism the Creator, New York, The Macmillan Go., 1941, pp, 
171-172. 




Figure 11. Flourly Earmng;s, Production per Man-Flour, Man-Flours 
per Unit of Production — ^Afanufacturing Industries, 1899-1939 


(National Industrial Conference Board, Enterprise and Social Progress, New 
York, p. 226. Data soiirces: U. S. Bureau of the Census; U. S. Bureau of Labor 
Statistics; Federal Reserve Board p National Industrial Conference Board.) 
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lenge to management to keep abreast or ahead of the best methods used 
in its industry. It has been done and can be done in the future. This will 
call for bigger and better managers, engineers, scientists, labor, etc. If 
labor organizations can do it, that is a challenge to management. It is the 
author’s belief that wages can still be increased through increased produc- 
tion, decreased unit labor costs with maximum turnover of the product 
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1939 1940 -1941 1942 1943 


Figure 12. Labor Costs per Unit of Product in Manufacturing 
(August, 1939 = 100) 

(National Association of Manufacturers, Reconversion and Re-cmploymcnt Prob- 
lems of American Corporations, New York, December, 1943.) 

in the market at minimum prices, with greater service to the greatest 
number of people. 

In wartime the price of a product was practically frozen, and the price 
for which that product was sold was again practically frozen. In other 
words, a company was caught between the price it paid for its materials 
and the price for which it sold the product, with a demand for increases 
from labor. There was and still is nothing in the regulations which pre- 
vents a manufacturing concern from improving methods and equipment. 
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Because of these situations, management hesitates to increase wages until 
it knows whether it can increase them within the bounds of making a 
reasonable profit and paying reasonable dividends. There has been con- 
siderable discussion on automatic increases and decreases in wages ac- 
cording to the increase or decrease of production, sales, profits, and 
prices. 

Should an automatic adjustment of wages be based upon the money 
received from the sale of the product? Wages cannot be paid for very 
long unless there is money with which to pay those wages. 

Automatic Wage Adjustment Plans and Profit Sharing. — Some 
form of automatic adjustment of wages calls forth greater effort and 
loyalty on the part of the workers when they share the income from an 
increase of sales, profits, or prices. Company executives who have 
established profit-sharing or automatic wage adjustment plans have 
emphasized that they improved morale and decreased scrap, repairs, labor 
turnover, and accidents. Yet lofty as these purposes may be, it should 
not be forgotten that of the 161 formal profit-sharing plans studied by 
the National Industrial Conference Board, only 50 are still active, 15 are 
inactive, and 96 have been discontinued. 

Profit-sharing or extra compensation plans can be divided into : 

1. Straight profit sharing 

2. Percentage of sales 

3. Guaranteed income 

Under straight profit sharing, the employees get a certain share of the 
profits ranging from 5% on the net profits to 33^%. The Westing- 
house Electric & Manufacturing Company was an example. When the 
net income of the company for a preceding quarter was $600,000, the 
employees received their base rate of pay during the next succeeding 
month. For each monthly increase of $60,000 in earnings above this 
amount, each employee received an increase of 1% of his base wage or 
salary for the succeeding month. 

The Rome Cable Corporation (Rome, New York) has an employee 
dividend-sharing plan. Each employee’s dividend is figured by taking 
the wages for the previous calendar year, and dividing that amount by the 
book value of each share of common stock. The resulting figure is 
the number of participating units on which the employee receives a divi- 
dend at the same rate per unit as per share when and as paid to the 
stockholders. The percentage of participation is adjusted by the service 
rating, up to three years and over, when the employee participates 100%. 
For example, if an employee receives $1,100 in wages and the book value 
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of the common stock is $11, that employee has 100 units of participation. 
If a dividend of 10 cents per share of common stock is declared, then thar 
employee receives a dividend of $10, if he has been with the company 
over three years. 

The Rome Cable plan is in some respects similar to the Eastman 
Kodak plan, except that the Eastman wage dividend is paid only after a 
certain amount is earned on the common stock. 

The profit-sharing plans of other companies are given in the survey 
of Profit-Sharing Plans by the United States Senate Committee in 1939.^“ 

A second type of wage-sharing plan is one under which wages are 
based upon a certain percentage of the amount received from the sale 
of the product. An excellent example of this is the Nunn-Bush Shoe 
Company of Milwaukee. It found that wages equaled 20% of its sales 
during the last five years before the plan was established. It agreed to 
pay the workers 20% of all sales. Then as receipts increased and 
decreased, the total amount paid to workers increased and decreased 
almost automatically. In addition to the straight 20% for wages, it also 
has reductions and increases in accordance with the profits made. The 
total wage fund for the period under consideration is divided into the 
number of weeks in the period so that an employee for that period, such 
as a year, receives a check for the same amount each week. ITowever, it 
is the desire of the company to make a sliding scale of w^ages received 
based upon the income of the company so that as business increases, 
increases in wages will be given automatically. 

A study of the per cent which wages were of sales in two companies 
revealed the percentages as shown in Table 2. This shows that the mill 
payroll in Company A was an average of 40% of the fabricating sales 
for eight years with an average variation from that percentage of 1.43%. 
In general, the acceptance of a wage plan based on sales would level the 
fluctuations to the established percentage. Yet the total amount of wages 
would vary according to the amount received from sales. This would 
also give a constant percentage at which to figure the cost of labor.^'^ 

The vice president of one company suggested a plan to base a sliding 
adjustment of wages upon the differential between the price paid for 
material from which the product was made and the price for which it 
is sold. 

All of these figures indicate that wages might be adjusted automati- 
cally by basing them upon a fixed percentage of sales, so that when the 

^'■^“Survey of Experiences in Profit Sharing and Possibilities of Incentive Taxation,” 
Report of the subcommittee of the Committee o'n Finance, United States Senate, Wash- 
ington, D. C., U. S, Government Printing Office, 1939. 

Carl Snyder, in Capitalism the Creator, op. cit., found that over long periods the 
share of the product going to labor hovS remained nearly constant. 
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Table 2. Wages as a Percentage of Sales 
Company A 


Year 

1 

Fabricating 

Sales 

Mill 

Payroll 

% Mill 

Payroll of 
Fabricating Sales 

1932 

$ 7,240,778.75 

$ 2,883,269.28 

40.00% 

1933 

9,166,927.62 

3,532,907.66 

38.50 

1934 

12,398,914.99 

4,764,457.98 

38,50 

1935 

14,634,651.58 

5,864,537.57 

40.00 

1936 

20,473,731.97 

7,869,860.54 

38.00 

1937 

24,078,777.37 i 

9,800,606.78 

41.00 

1938 

14,682,476.36 

6,557,194.76 

45.00 

1939 : 

22,482,125.57 

9,127,228.05 

40.00 

Total 

$125,158,384.21 

$50,400,062.62 

40.00% 


Company B 


1932 

$ 1,325,143.34 

$ 422,362.64 

31.87%' 

1933 

1,984,653.97 

504,933.30 

25.44 

1934 

2,672,308.17 

632,784.60 

23.68 

1935 

3,107,728.43 

732,295.48 

23.56 

1936 

3,970,560.00 

934,224.33 ! 

23.53 

1937 

4,498,805.46 

1,120,505.12 j 

24.91 

1938 

2,518,585.64 

702,515.06 

27.89 

1939 

2,890,179.18 

800,382.19 

27.69 

Seven Months 

1940 

2,601,536.69 

678,168.12 

26.07 

Total 

$ 25,569,500.88 j 

$ 6,528,170.84 

25.53% 


money received from sales goes up, wages do likewise. This adjustment 
could be made every three months, at the time of the regular financial 
reports of the companies. 

The third type, the guaranteed wage plan, is not strictly profit sharing. 
General Motors guaranteed to every employee having five years of serv- 
ice, or more, 60% of his standard weekly earnings. If he did not receive 
60%, the difference was advanced by the corporation, and repaid by the 
employee when the employee returned to work and again received more 
than 60% of his standard weekly earnings. 

Procter and Gamble simply guarantees forty-eight weeks of work and 
makes up the difference if they do not have that much work available. 
The Armstrong Cork Company plan is similar to the General Motors 
plan. 

The Anaconda Copper Company paid wages based upon the price 
they received for copper. As the price of copper rose, they increased 
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wages ; as the price declined, wages came down. Difficulties ensued when 
there was a stabilization of price during the war and a demand for 
increased V'-ages because of the increased cost of living. 

This emphasizes the difficulty of pegging wages to price, profit, cost 
of living, or some other factor which may become stabilized at the time 
when there is a desire for increased wages. In general, in determining 
what is a fair share of the profits for woikers, it should be remembered 
that they want as much as they can get and leave a fair profit and divi- 
dend. If wages are considered as purchasing power, then the highest 
possible wages would give workers a greater purchasing power to buy 
what is produced. 

Today employees know more about the company’s affairs than they 
did previously. Many companies publish quarterly reports if they are on 
the New York Stock Exchange. Many print annual financial reports to 
job holders, giving in plain language understandable to the employee, the 
report of the financial condition of the company each year. So the 
employees know, in many cases, what the profits of the company are. 

A question which will always be with industry is to what extent should 
employees share in the income of a company. If industry is not allowed 
to make a profit, individual initiative may be considerably stifled. If 
profits are greatly limited, investments may decrease or be limited unless 
backed up by governmental loans. This, again, is a problem for settle- 
ment by the democratic process, and perhaps should result in as high a 
wage as possible for the worker, a fair profit for the investor, reason- 
able salaries for the management, and reasonable regulation by the gov- 
ernment of all parties and industry. Other wage considerations may 
throw some light upon the bearing both the cost of living and the ability 
to pay will have upon wages. 

Wages in the Industry 

The industry in which a company finds itself may have a decided influ- 
ence upon the wages which that company can pay. The comparison of 
the individual company’s rates with those of the industry are impor- 
tant considerations in a wage increase or decrease. For example, wages 
in the textile industry are very much lower than wages in the automobile 
industry. The price which can be obtained for the product may make it 
necessary to pay the low wages because of the competition of other or 

For comparison of wages in different industries and wages in general, see Monthly 
Labor Review, Bureau of Labor Statistics; and Mdnaffement Record, National Industrial 
Conference Board. Also cost of living data are given in these periodicals. See especially 
“Trends in Factory Wages, 1939-41,” Monthly Labor Review, November, 1943, p. 
869, etc. - 
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similar products. It has been found, upon excellent legal advice from 
two sources, that companies in an industry may get together and 
exchange wage information, as long as it is not used for collusively set- 
ting a definite wage or limit on any occupation or for the industry as a 
whole. 

The consideration of wages and the bargaining for them by industries, 
similar to the bargaining in England by labor organizations and employ- 
ers’ organizations of industries, have been encouraged from time to time 
by government officials and bureaus. Under strictly competitive condi- 
tions, it has been difficult for companies in the same industry to get 
together without divulging the trade secrets of any particular company. 
This has caused reluctance on the part of companies to cooperate more 
closely in a certain industry to bargain on wages. Some industry associa- 
tions, such as the Metal Trades Association, the Copper and Brass 
Research Association, and the Automobile Manufacturing Association, 
have collected and dispersed information on wages. The Department of 
Labor makes industry wage surveys from time to time. 

Some large companies initiate surveys of wages in their own indus- 
tries and distribute the results to the companies in the industry which 
contributed the information. Labor unions obtain wage rates from their 
members, and the various unions in an industry exchange wage informa- 
tion. 

Since both labor and management usually know the wages which are 
paid in the industry, a more systematic and definite approach should be 
made to obtain adequate wage information in the industry for the con- 
sideration of wage increases or decreases. 

Wages in the Community 

A company should also consider the rates in the community before 
raising or lowering wages. If the company is' located in a small town 
where the cost of living is not so great as in a large one, or if the town 
is located in a part of the country where the cost of living is less, these 
facts may play a part in determining wage rates. If an automobile com- 
pany is located in a center where the other companies are principally tex- 
tile companies, this fact may have a bearing on increases and decreases 
in wages. In one town in New England a company in one industry pays 
almost twice as much as that in another industry. 

Information about wages in the community is sometimes obtained by 
the Chamber of Commerce, the Manufacturers’ Associations, and by 
labor from the members of the union. Again, a more definite and 33^3- 
tematic approach would seem desirable in obtaining accurate information 
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about commimity rates. During the war the War Labor Board developed 
“tested and going” rates in communities. 

Comparing rates of different companies in a community presents many 
difficulties. For example, the occupations in one company may differ 
greatly from the occupations in another. There may be only a few simi- 
lar jobs in the community. It would be especially difficult to compare the 
wage of a roller in a brass company with that of a member of a yard 
gang in a coke plant. There are some bases, however, upon which the 
rates can be compared, such as the minimum base rate paid in each com- 
pany. And there are some occupations, such as machinists, electricians, 
sweepers, etc., which are found in most industrial companies. Coopera- 
tion among the labor groups, the managements, and the governmental 
agencies could establish a more systematic and definite study of com- 
munity rates. 


Other Wage Considerations 

Besides consideration of the cost of living, the ability to pay, and the 
wages in the industry and community, there are other factors to be 
considered. 

Job Differentials. — One of the chief causes of wage difficulties within 
an individual plant is that of wage differentials on different jobs. One 
employee will say that his job is worth as much as or more than the job on 
which the man next to him is working. How shall such job differentials 
in rates be determined ? What is a fair day’s work and a fair day’s pay ? 
In recent years job evaluation has been developed for determining val- 
ues or relative values of different jobs. Job evaluation by tlie ranking 
method, the point System, or the factor comparison method- has been 
found satisfactory. The systematic evaluation of jobs depends greatly 
upon the administration of the job evaluation plan. A good plan can be 
administered poorly. A good job evaluation plan properly administered 
will do much to settle job differentials better than most plans based upon 
opinions or custom. 

Individual Differences. — Many wage grievances center upon the 
comparative skill of employees. One employee working on the same kind 
of a job as another employee may contend that he should receive a higher 
wage because the quality of his work is better. To take care of this 
difficulty, personnel rating systems, as described in a following chapter, 
have been developed and used to settle wage difficulties based upon the 

See Chapter 6 on Job Evaluation, 
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worth of employees. For a discussion of wages for women workers, see 
Chapter 15, Women and Special Groups in Industry. 

Collective Bargaining. — ^We can see from all the points presented in 
this discussion, that many of the questions with reference to wages, in 
fact practically all of them, can be settled only through cooperative con- 
sideration — collective bargaining. Collective bargaining is one of the most 
important factors in determining wages. This depends first upon the 
kind of an organization the employees have. There are union differ- 
ences upon which wages may partially depend. If the union is anti- 
management, it may be more difficult to settle wages, because of manage- 
ment’s lack of confidence in the union. There are differences between 
the C.I.O., the A. F. of L., and' independent unions. The effect of the 
union in bargaining will be determined partially by the strength of the 
union and its bargaining power. Also, the cooperative relationship among 
the different unions and a corporation or an individual company has its 
effect. Good faith on the part of both management and the union is the 
keynote in discussing wages. Without it, difficulties on wages will ensue. 

Differences in the Management of Personnel and Labor Rela- 
tions. — ^As there are differences in unions, so are there differences in 
managements, particularly in the management of personnel and labor 
relations departments. There are certain bodies of facts and principles 
which, if used, will present more facts on wage problems. A company 
should have someone or some department in its organization to obtain 
the facts about wages, and to use them fairly. These specialized depart- 
ments of personnel and industrial relations carry on their functions in 
the same manner as the sales department carries on its work, the pur- 
chasing department its work, and the engineering department the engi- 
neering function. Every company, large or small, should have a definite 
functional program relating to wages. This involves not only the person- 
nel and labor relations functions with reference to wages, but also 
adequate wage incentives, bonuses, and other considerations of this 
nature. 

Considerable discussion in recent years, especially during W orld War 
II, centered around the problem of extra compensation for night-shift 
work. This wage problem brings up the following two questions : 

1. Should differences in rate of pay be made to workers performing 

similar operations on different shifts? 

2. Should extra financial attractions be provided for the night shift, 

particularly the 12 m. to 8 a.m. shift, commonly called the 
“graveyard” shift? 
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These problems have arisen because it seems natural for a person to 
work during the day and sleep during the night. A night shift is any 
shift which includes any hours between 6 p.m. and 6 a.m. Working at 
night upsets the natural routine of living, so that an employee works 
when others sleep, and sleeps when others work or play. 

In one company all employees who work on the night shift are paid 
5% per hour premium above their position rate for all hours worked, 
except that the premium shall not be less than 3 cents per hour. This 
premium paid is for night-shift work, because it is believed that some 
extra compensation is due the employee for the inconvenience to his 
natural way of living and for the physical and psychological readjust- 
ment made necessary by working at night. 

Does working at night affect physical well-being? In one company 
there were three times as many reports to the first-aid room on the night 
shifts (46% of the employees on those shifts) as there were on the day 
shift (15%) because of claims of sickness. In the order of their preva- 
lence were complaints of stomach disorders, headaches, and eye strain. 
Upon investigation of the causes of these complaints, the company found 
that workers on night shifts did not maintain as regular habits of sleep 
and recreation as those on the day shifts. Some did extra jobs when 
they should have been sleeping. Older employees who have been on a 
night shift for some years have accustomed themselves to the routine of 
that shift to the point where no difficulties occur. Some even prefer the 
night shift because it leaves their days free for their own recreation and 
activity. 

Another important question is, Can a company afford to pay a pre- 
mium for the night shifts? One company maintains the following bonus 
efficiency ratings by shifts : 

8 A.M. to 4 P.M. shift — 122% efficiency 
4 P.M. to 12 M. shift— 122% efficiency 
12 M. to 8 A.M. shift — 120% efficiency 

These figures sliow no greatly significant differences in the efficiencies 
of the various shifts and do not warrant the payment of an extra com- 
pensation for the night shift from the standpoint of actual production. 
In some companies which have a well-regulated bonus system, the pro- 
duction on the night shift is not, or but slightly, different from the day 
shift. One company does not rotate shifts because the rotation of shifts 
continually requires the employees to change their habits of living with 
each change. When a person is employed for a definite shift, he knows 
and understands that he will have to make the adjustment to the night 
shift. And if the employee accepts psychologically this fact and makes 
up his mind to make the necessary adjustment accordingly, the company 
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does not find much difference between the shifts until about the time 
good weather begins in the spring. Then there are from 10% to 15% 
requests for changes to the day shift. This comes more from the younger 
employees than from the older ones and is largely caused by the lack of 
recreational activities for the night shift. Perhaps more attention should 
be paid to providing such facilities for the night shifts. Another large 
electrical company has the policy of paying 10% extra for the night 
shifts.^® 

To summarize, the reasons for and against paying a night-shift pre- 
mium are : 

For: 

1. The night is the natural time for a person to sleep, and work- 

ing at night necessitates a psychological and physical read- 
justment which should be compensated for in some way. 

2. More headaches, more stomach trouble, and greater eye strain, 

physically and psychologically, occur on the night shifts. 

3. The 4 p.M. to 12 m. shift eliminates the possibility of normal 

evening recreation. 

4. A number of companies with a reputation for good manage- 

ment pay extra night-shift premiums. 

5. Night work is much less desirable to many individuals than 

day work. 

Against: 

1. Production does not increase on the night shift; in fact, in 

many cases it decreases. Therefore, from the standpoint of 
actual results, no increase should be given to those doing 
similar woi'k on the night shift. 

2. The reasons are. greatly psychological and could be prevented 

by training the emotions and by adaptibility to the night 
shift. 

3. If employees are hired definitely for the night shift, and thor- 

oughly understand before employment that they will be on 
night-shift work, less difficulty will result from night-shift 
assignments. 

4. Some employees actually prefer the night shift, so that they 

can have their days free for work or recreation. 

5. The day worker wants to know why the same job is any more 

valuable in the night than in the day time, and why he should 
not receive as much pay as the night shift. 

20 For survey of night-shift operation in 193 companies, see National Industrial Con- 
ference Board, Shift Operations ‘Under Defense Conditions, New York, Studies in 
Personnel Policy, No. 35, May, 1941.. 
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It can be seen that there are valid arguments for and against the pay- 
ment of night-shift premiums. Obviously, this must be settled on an 
individual company basis, after studying all the facts as they bear upon 
that company, the differences in production, physical and mental diffi- 
culties, preference of the employees, etc., and then settled through col- 
lective bargaining or the sound judgment of management based upon 
those facts. 


Wages Under Governmental Cooperation 

All of these considerations of wages must come within the bounds of 
governmental regulations. During World War II the paramount rulings 
with reference to wages were those of the National War Labor Board, 
established on January 12, 1942, by Presidential Order. On certification 
by the Secretary of Labor, wage matters were decided by the Board 
within the national wage stabilization policy established by President 
Roosevelt in 1942. The War Labor Board at first considered each wage 
case on its merits. In the “Little Steel” case, the Board gave the follow- 
ing as the guiding principles in deciding claims for wage increases : 

In full recognition of its grave responsibility to the nation, and 
for reasons later detailed in this opinion, the National War Labor 
Board has determined that the following guiding principles should be 
applied in evaluating claims for wage increases : 

(1) For the period from January 1, 1941, to May, 1942, which 
followed a long period of relative stability, the cost of living in- 
creased by about 15%. If any group of workers averaged less than 
a 15% increase in hourly wage-rates during or immediately preceding 
or following this period, their established peace-time standards have 
been broken. If any group of workers averaged a 15% wage increase 
or more, their established peace-time standards have been preserved. 

(2) Any claim for wage adjustments for the groups whose peace- 
time standards have been preserved can only be considered in terms 
of the inequalities or of the substandard conditions specifically re- 
ferred to in the President’s message of April 27, 1942. 

(3) Those groups whose peace-time standards have been broken 
are entitled to have these standards re-established as a stabilization 
factor. 

(4) The Board, as directed by the President in his April 27 mes- 
sage, will continue to “give due consideration to inequalities and the 
elimination of substandards of living.” ... 

The guiding principles outlined above insure, in general, that 
claims for wage-rate adjustment can be considered on an equitable 
basis and in a manner which will further the national purpose tO' 
stabilize the cost of living. 
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The “Little Steel” formula was used as a pattern for the Board’s 
decisions on wages. The Board’s powers were strengthened by the Exec- 
utive Order of October 3, 1942, by the President of the United States 
which gave the Board and the Economic Stabilization Director the full 
power to stabilize wages. The passing of the War Labor Disputes Act 
(Smith-Connally Bill) on June 25, 1943, also strengthened the Board’s 
powers. 

Although the War Labor Board reaffirmed its stand on the “Little 
Steel” formula on March 22, 1943, organized labor took a stand against 
the Board’s wage policy. The A. F. of L. members of the W.L.B. main- 
tained that the Board was not using the formula, and thereby had frozen 
wages completely, although the cost of living was not stabilized and had 
even risen since May. 1942. Because they wanted an elastic wage policy, 
they petitioned to have the Board abandon the “Little Steel” formula. 
This was refused in early 1943 because it was felt by the Administration 
that scrapping the formula would result in a breakdown of attempts to 
keep the cost of living stable. 

Besides the “Little Steel” formula, the War Labor Board in 1943 set 
“wage brackets” for various occupations by taking the weighted average 
of the employees in the companies of that area and making a bracket of 
wages 10% above and below that average. The Board also stabilized 
wages with respect to individual merit increases, substandard wages, and 
inequalities in wage rates.^^ The Board further considered wage increases 
in the light of the effective prosecution of the war. 

Although the factors and formula mentioned were given considera- 
tion, the full facts were considered by the Board with reference to each 
case brought before it, and the decisions made were based upon facts 
determined by a fact-finding panel appointed by the Board, as well as the 
Board itself. 

Other considerations with reference to wages must come within acts 
of Congress such as the following: 

1. The Fair Labor Standards Act (Wage and Hour Bill) which sets 

the minimum wages and maximum hours. 

2. The Walsh-Healy Act which gives requirements for companies 

having governmental contracts. 

3. The National Labor Relations Act which guarantees to labor the 

right to bargain collectively on wages by representatives of 

their own choosing. 

“Executive Order Stabilizing Living Cost by Wage and Price Control," by the 
President of the United States, reprinted in New Ydrk Times, October 4, 1942. 

For such wage regulations, see the National War Labor Board general orders 
and explanations, especially General Order 31. 
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These and other governmental acts must be considered in the establish- 
ment of wages ; otherwise, a company establishing wages without regard 
to them may find its act illegal. Besides the federal regulation of wages, 
the government levies taxes upon each concern, and the amount of these 
taxes affects the wages that company pays. As taxes are based upon prof- 
its (other than those on physical property), wages really come first. 

Business Conditions and the Labor Supply 

Wage considerations also involve business conditions, from the stand- 
point of the amount of money received by the company for its product 
and the demand for that product. In times of depression business is bad, 
and it is impossible to pay the same wages as in good times. When busi- 
ness is slack, the supply of labor is usually plentiful. In prosperity or in 
a war period, the supply of labor is low, which may increase the wages 
in occupations according to the demand for that labor. All such matters 
must be taken into consideration at the time an increase or decrease in 
wages is being given. Also, special company wage problems present 
themselves. For example, through the years certain customs have estab- 
lished rather definite rates on certain occupations or in the company as 
a whole. These customs must also be considered in making wage changes. 

In general, many wage problems have come up and they will continue 
to arise. They can be settled, first, by the philosophy of high wages and 
low labor unit cost through the improvement of methods, equipment, 
personnel and labor relations activities, and the various functions of man- 
agement and production ; and, second, through a cooperative solution of 
the wage problems by labor and management’s bargaining collectively 
to find the facts upon which to base the sound solutions. 

With the highest possible production from the payment of the high- 
est ^vages and lower unit labor cost, a greater democracy can be devel- 
oped. Low wages will not bring forth the necessary effort for the highest 
production needed in peace as well as in war. 
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EMPLOYMENT 

One vital part of an adequate personnel relations program is the 
employment of the best employees for the jobs availa'ble and to be avail- 
able. If an inefficient worker is hired, then good management will not 
be able to accomplish as much as it expected with him. If an efficient 
worker is employed, then good management can improve or maintain 
that efficiency by adequate personnel relations procedures. Good manage- 
ment needs able employees if it is to accomplish the most. 

The employment procedure is one of the personnel relations activities 
to which the scientific method can be applied probably more easily than 
many of the others, because the facts about an applicant being consid- 
ered can be obtained. The facts can be classified as to the pros and cons 
of employing the man, and the decision to employ him can be based 
upon those facts. This systematic employment procedure involves : 

1. The development of the source of supply 

2. Securing an application blank 

3. Interviewing 

4. Examinations and tests 

5. Selection 

6. Placement 

7. Introduction to the job and follow-up 

The flow chart of the employment procedure in Revere Copper and 
Brass Incorporated (Figure 13) shows the entire process from the devel- 
opment of a source of personnel supply to the follow-up of job training.^ 

A Philadelphia company had 11,988 replies to advertisements for 
salesmen; 46 % of this number made appointments, 33% actually came 
for interviews, 4.4% were hired, and only .7 of 1% made good on the 
job. This also proved to be costly to the company in the time and money 
spent on advertising, interviewing, and training. It was costly also to 
the applicants in loss of time, in effort, and in the happiness of those who 
were not hired and of those who were hired but who did not make good." 

^ Also see flow chart on selection procedure by R. S. Uhrbrock, “Mental Alertness 
Tests as Aids in Selecting Employees,” Perjojme/, May, 1936, p. 231. 

“ Johnson, O. R., One Company’s Experience in the Selection of Salesmen. Adminis- 
tration, 1923, pp. 646-658. 
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The increased use of systematic selection and placement would have 
achieved great human and economic saving in the above situation as well 
as in many other similar ones. Efficient selection of employees increases 
human efficiency and eliminates labor turnover, waste of human resources, 
decrease in production and profits, and general economic loss. 


The Employment Department. — ^There is a growing tendency in 
industry to place the responsibility for the selective processes in the hands 



Figure 13. Flow Chart of Einplojuncnt Procedure of Revere Copper and 
Brass Incorporated, Ordnance Plant, Chicago, 1942-43 

of a special department headed by a person whose definite duty is the 
selection of employees. Many companies already have this centralized 
employment department, while some have an individual employment 
manager or supervisor, and still others place the definite hiring responsi- 
bility on an officer who has other duties as well. For the most part, 
selection processes involve the employment manager and the foreman or 
superintendent of the department where the employee is to work. Usually 
when a vacancy exists, the department concerned requisitions help from 
the employment manager, who selects one or more individuals and sends 
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them for approval or rejection to the foreman of that department. In 
some companies the employment department has complete control of the 
employment procedures. It hires the man and sends him directly to his 
department for work. 

The centralized placement of employment responsibility is justified, 
because formerly the selection processes received but little attention from 
the foreman. In the morning, when the foreman or superintendent was 
supposed to start production, he would be diverted by the necessity of 
selecting new men. Inasmuch as his time was occupied in employment 
duties, he could not properly take care of the other management functions 
of his department. 

A large, public utility has the following standard practice for the 
employment division : 


It is the function of the Employment Bureau to supply the various 
departments with employees as needed ; to receive applications, inves- 
tigate references and facilitate the correct placing of applicants; to 
advertise for help when necessary, no other department being allowed 
to do so ; to follow up new employees ; to aid in arranging interdepart- 
ment transfers and promotions of employees; to investigate absences 
and 'resignations which have not been properly accounted for; to 
answer requests for information concerning present or former em- 
ployees; and to prepare for the officers of the company siich reports 
and studies of employment and personnel as may be necessary or 
desirable, 

A large oil company assigns the following responsibilities to the 
employment division: 

Securing employees from various sources; interviewing and sift- 
ing them out; selecting promising candidates for presentation to the 
supervisor and attending to the routine of actual employment such 
as the medical examination, inquiries of references, and putting on 
the payroll. In the outlying offices employment is done by one of the 
supervisors — such as the foreman, chief clerk, or assistant manager 
— but is subject to the approval by the personnel man from the cen- 
tral office before employment can become permanent. The supervisor 
or department head under whom the new employee is to work must 
give final approval to his or her employment. 

In the larger companies, as mentioned before, the employment depart- 
ment is one of the main divisions of the personnel department and is on 
the same level with the safety, medical, and service departments. How- 
ever, in many companies, the personnel department is mainly the em- 
ployment department and has developed from the employment division. 
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^Applicants are often subdivided into technical, office, unskilled, and 
skilled groups, when a large company is hiring all kinds of lal)or. This 
subdivision into classes is considered good employment procedure, for 
the specialized worker should be considered more carefully than the 
unskilled worker. The plan followed by many companies is to give 
greater attention to employing a man for more skilled and technical posi- 
tions. Such positions entail added responsibility and a greater risk for 
the company. Other companies simply make a division of office and fac- 
tory workers. In many companies there are two employment managers, 
one for the men and one for the women. In the smaller concerns one 
person usuall}^ employs all classes of workers. 

As the placing of the responsibilit}^ for selection in a special depart- 
ment, or in a particular individual, has grown, so also have the study of 
selections and the application of scientific methods to the selective and 
placement processes increased. The methods now evolved may l)e used 
not only by an emi^loyment department, but also Iw any c|ualified indi- 
vidual who carries the responsibilitj^ of employing workers. Tlie applica- 
tion may also apply in a reciprocal way. If a person has studied employ- 
ment methods, he should understand how to obtain a job and to go more 
smoothly through the employment routine. 

Before the employment process can start, there must first be a need 
for employees. When a job becomes vacant or a new position is opened, 
the fact is usually communicated in the form of a rec|uisition to the 
employment officer or department. It may l)e a tele]:)hone call or a definite 
written requisition as far in advance of the actual need as practicable. 
It should give the employment officer the specifications for each job and 
the type of worker required to fill it. This involves analysis of the work 
and the formation of descriptive specifications, including the process 
entailed and the qualifications needed by the worker. Such information 
provides the employer ydth a solid foundation upon winch to base his 
decisions — not mere guesswork. 

A typical employment procedure of a company has been presented in 
seven steps by F. H. Allis, personnel director,’^ of the Guide Lamp Divi- 
.sion of the General Motors Corporation, in the following outline of 
employment methods and techniques : 

1. Application. The -application serves as a basis for selection, and 
discloses education, re.sidence, age, marital status, physical 
characteristics, special skills, and experience. 

® J. E. Walters and R. J. Greenly (Ed.) Personnel and Indusirial Relations, Lafa- 
vette, Indiana, Engineering Bulletin, Purdue University, Vol. XXII, May, iy.?S, No. 3, 
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2. Interview. The interview serves to give additional information 

and impressions of the applicant, such as alertness, physique, 
general character, and details of experience. 

3. Check-up. The check-up of previous experience or character may 

be made by corre.spondence, by telephone, and by personal 
inquiry. 

4. Contract. The contract should be explicit with reference to wage 

rate, normal number of hours per week, shift — day or night, 
probable duration of job if temporary. 

5. Physical examination. The physical examination is conducted by 

the plant physician. 

6. Explanation of company policies. All new employees should 

receive explanation of company policies such as safety rules, 
special rules, liquor, smoking, reporting of absences, and labor 
policies. 

7. Introduction to the job. The introduction to the job itself is the 

duty of the foreman or assistant foreman. 

Some Doubtful Employment Methods. — Some past, and even pres- 
ent-day, employment methods provoke much doubt as to their authenticity 
and value, such as character analysis, phrenology, and graphology. The 
character analysts profess to analyze character by the size and shape of 
the profile and face, and the texture of the hair, the color of the skin, the 
dimensions of the head, the shape of the mouth, the eyes, etc. Phrenology 
claims that character, personality, ability, and intelligence are portrayed 
by the size, shape, and parts or bumps of the head. Graphology attempts 
to analyze character and ab.ility by handwriting. These and similar con- 
ceptions have not been accepted in education, industry, and business 
chiefly because their principles and stated “facts” have not been, based 
upon scientific experimentation. 

In regard to the validity of character analysis, it may be a good guess 
that traits of character may change faster than physical features. Traits 
of character may be changed in a relatively short time, whereas the fea- 
tures ftiay require seven years to be transformed to any great extent. 
If traits do change in less than seven years, the features may still repre- 
sent the old characteristics and be misleading. If traits of character do 
remain the same for seven years, it may be possible to deteimine them 
from the features ; however, such has never been proved by experimenta- 
tion, yet, to the knowledge of the author. The cartoonist may draw the 
politician, the doctor, or the lawyer by understanding certain common 
characteristic features. 
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Sources of Personnel Supply 

Necessity of a Personnel Supply. — Employment problems are the 
first to present themselves in considering personnel relations or any other 
phase of industrial management where workers are concerned. The first 
need is for workers, whether it is created in regard to the establishment 
of a new factory, the enlargement of an old plant, or new operations in 
an existing company. If new plants are to be built, the labor supply should 
be studied in the locality where the plant is to be situated. The availabil- 
ity of the kind of worker which the particular industry requires is one of 
the prime factors in reaching a decision as to its location. If an estab- 
lished company desires to enlarge its plant or activities, it may have or 
create a supply of available personnel. In other words, at all times there 
must be an adequate supply of suitable workers, as well as an active 
source from which to draw. 


Sources of Personnel Supply. — ^The supply of workers may come, 
generally, from within the company or from outside the company. From 
within the organization there are several sources of personnel supply : 
from present employees, including the stockholders, officers, supervisors, 
foremen, and workers; from transfers, promotions, and training -* from 
employees’ friends ; and from previous employees and their friends. The 
sources of personnel supply outside the organization may be listed in the 
following manner: 

1. Applications at the door and through the mail 

2. Advertising 

(a) Newspapers and trade journals 

(1) Classified column 

(2) Display advertisements 

(b) Posters, billboards, and handbills 

3. Schools 

(a) Public and private schools 

(1) Grammar schools 

(2) High schools 

(3) Trade, business, and company schools 

(b) Colleges and universities 

4. Employment agencies 

(a) Public, private, and fraternal agencies 

(b) Unions’ employment agencies 

5. Organizations 

(a) Lodges 

(b) Churches 
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(c) Fraternities 

(d) Trade organizations 

(e) Labor unions 

(f) Employers’ organizations 

6. Competing and other companies 

(a) Reciprocal contracts 

(b) Layoffs 

7. Scouting 

(a) Help available from newspapers 

(b) Other localities 

8. Collective bargaining 

(a) Other sources of supply 

This enumeration of sources of personnel supply does not attempt to 
evaluate them. Each will vary with the particular company. For exam- 
ple, if a company has a good reputation in the community, if it is known 
to deal fairly with its employees, to give adequate terms of employment, 
and to have splendid working conditions, the supply of workers will, in 
all probability, be good. If, on the other hand, its reputation is not good, 
it will be difficult to create a source of supply. The size of the community 
will also have its bearing on the availability of workers. In other words, 
the company and the locality are important factors in labor supply deter- 
mination. 

Supply from Within the Organization. — Personnel Supply from 
Present Employees. One of the largest sources of personnel supply 
is from the present employees themselves. There is no better advertise- 
ment for a company than a satisfied worker. To accomplish this, a good 
reputation must be maintained in the community, fairness must be exer- 
cised at all times, the terms of employment must be good, the workifig 
conditions must be fine, and — ^last but not least— there must be opportuni- 
ties for betterment. A well-worked-out system of employee improvement 
and promotion is essential (which will be discussed later). 

If a job is created or if a position is left vacant, the first thought is 
to fill it from the present employees, either by promotion, by taking the 
person next in line, or by transfer. In efficient companies where promo- 
tion is studied and adequate training is given, progress is accessible for 
each employee, and there is little need for the company to go outside in 
order to fill positions, except the unskilled jobs. Promotions customarily 
progress from workmen to foremen, from foremen to superintendents, 
from superintendents to other officers, and from officers to stockholders. 
The higher positions are filled from the lower ones. If a worker in one 
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department is unqualified for the job, or is better fitted for work in 
another department, he may, by transfer, be placed where he is better 
adapted and where he can do more valuable work. It is logical for the 
first source of personnel supply to be that of the present employees. 
Some companies post notices when jobs are available, and present em- 
ployees can apply, or “bid” as it is called, for the job. Selection is made 
from the “bidders” if they have the qualifications. 

Training employees for new or higher positions often provides a rich 
field from which to choose. The added training furnishes knowledge or 
skill sufficient for the advanced position. Examples of this were the 
Flying Squadron of the Goodyear Tire and Rubber Company, and the 
Labor Gang of the American Rolling Mill Company. The Flying Squad- 
ron was made up of a group of employees who have had a varied training 
in many jobs of the plant. Each morning, if a particular department was 
short a number of workers, men were picked from the Squadron and sent 
to that department. The Labor Gang was composed of a group of labor- 
ers. If on a certain day a particular department needed more men, they 
were supplied from this group. When the work was finished, the laborers 
reported back to the Labor Gang for reassignment. 

Personnel Supply from Employees’ Friends. The satisfied 
worker cannot avoid telling his friends and acquaintances of the fair deal, 
the fine terms of employment, and -the good working conditions in his 
particular company. If the employees of other companies are not satis- 
fied with the working conditions, and learn through their friends of the 
company where satisfactory conditions do exist, they will be inclined to 
better themselves. The emplo 5 mient department usually should make a 
special effort in getting workers to recommend their friends. Such pro- 
cedure has a two-sided purpose : if the worker is valuable, he may associ- 
ate with men of a similar caliber and attract them to the company. The 
men who are satisfied will be of great value to the organization*, will get 
into the spirit, and will convince their friends. Friends working together 
sometimes do better work. This idea is carried out in some companies, 
even to the extent of sending out recommendation slips to the employees, 
asking them to recommend their friends who are capable and with whom 
they would like to work. 

Personnel Supply from Former Employees and Their Friends. 
Employees often leave a company for apparently better jobs. After they 
have been in the employ of another company for some time, they may 
find that they are not as well satisfied as when they were with the first 
company. By keeping in touch with these men (if they are efficient and 
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are recommended by their first foreman or supervisor for reemploy- 
ment), an additional source of employment can be maintained. The 
rehired employee will usually be better satisfied than before because he 
knows that outside conditions are not so good as inside ones. Special care 
should be taken to see that the man who left the company was really 
efficient and should be recommended for reemployment. His foreman or 
supervisor should do this at the time he leaves. Furthermore, if a former 
employee working with another company was well pleased with his pre- 
vious work, he will tell his friends in the other company, and they may 
be duly attracted to the first organization. 

The whole matter of employment from within is hinged on the condi- 
tion of the company, its reputation in the community, its reputation for 
fair dealings with employees, good terms of employment, and fine work- 
ing conditions. Without these, the sources of personnel supply from 
within are difficult to maintain. 

Supply from Outside the Organization. — ^Applicants at Employ- 
ment Office and by Mail. When companies go outside their organi- 
zation for a supply of labor, they usually draw from applicants who come 
in person to the employment office and those who apply by mail. Estab- 
lished companies of any magnitude, as a rule, provide suitable employ- 
ment offices for applicants at the door. All those who present themselves 
there are received, interviewed, and told about the coinpany. The atti- 
tude of the employment office can convince an applicant that he wants 
to work for the company. Every applicant should be seen if possible, 
and he should not be made to wait for an undue length of time before 
an interview. The employment offices should be furnished so that the 
men will be comfortable while waiting, and all applicants should be made 
to feel that the company is one for which they would like to work. 
Before the interview the applicant may be asked to fill out an application 
blank, which will provide detailed information about him and will also 
keep him occupied if he has to wait. 

Many applications for employment are received by mail. Application 
blanks should be sent immediately to those who seem qualified. As soon 
as the application blank is returned, it should be promptly acknowledged, 
and the applicant furnished with information regarding the company. It 
should be presented in a dignified and concise manner, not “overselling” 
the company but providing the proper point of view. If the applicant 
seems to be of a caliber which will fit him for the work, an interview 
should be requested. If it is certain from the application and other cri- 
teria that the worker will make a good man for the company, he may 
in exceptional cases be employed at once without an interview. In ban- 
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dling applications by mail, promptness and courtesy should be the prime 
concern of the employment office. The number of such applications will 
usually increase as the personnel supply is developed. 

Personnel Supply from Advertising. When the source of labor 
supply is not sufficient to meet the demands, advertising often produces 
results. Notices in the classified columns and display advertisements in 
the leading newspapers and trade journals are usually effective. The 
classified advertisement should contain a brief statement of the position 
offered, the telephone number, and the place where applicants should call 
concerning the work. The display advertisement should be of a size pro- 
portionate to the number of employees wanted. For example, if a large 
supply of personnel is desired, a big display advertisement may be neces- 
sary. If the display and classified advertisements are not effective, post- 
ers, billboards, and even handbills may be necessary to obtain results. 
All advertisements should be presented in such a way as to create good 
will for the company and not to “oversell” it. 

Schools as a Source of Supply. Schools and universities normally 
furnish a supply of employees for industrial companies. Grammar 
schools are preparing men for unskilled jobs ; high schools and trade and 
continuation schools are preparing men for the skills. Business colleges 
and company schools are also preparing specialized employees ; and col- 
leges and universities are preparing professional specialists, foremen, and 
executives. Every company employment office should maintain contacts 
with educational institutions, as high-grade workers can be obtained from 
them. They are one of the best sources for men trained to think and to 
adapt themselves to the specific work of the company. Today executives 
are often college graduates, and industrial companies are employing an 
increasing number of technical graduates. 

Supply of Personnel from Employment Agencies. The employ- 
ment manager should keep in close touch with public employment agen- 
cies, e.specially the United States Employment Offices, affiliated with the 
State Employment Offices. They are excellent sources for emplo 3 'ees. 
It is their job to know of the Available w-orkers, and it is to their benefit 
to recommend only high-class men and to create good will for the agency 
among the workers and the companies. Every industrial employment 
office should assist in creating good public employment offices for the 
benefit of the unemployed, and such agencies should be studied, as they 
are one of the best means for reducing unemployment. A great many 
men who are out of work would gladly take jobs if they knew wdiere and 
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how to get them. Such assistance from the public or the government 
would help to reduce unemployment and furnish another source of labor 
supply. During World War II most of the employment was done through 
the United States Employment Service. Private employment offices also 
are good sources of personnel. 

Personnel Supply from Social Organizations. Organizations 
of various kinds provide employers with opportunities for contacts with 
desirable employees. Fraternal employment agencies have in some cases 
been especially good. They are interested in their recommendations from 
two points of view : the employee’s benefit and the benefit of the fraternal 
organization. It is to be recommended that the employment office main- 
tain contact with lodges, churches, fraternities, clubs, community and 
trade organizations, labor unions, and employers’ organizations. These 
contacts are more valuable when they are made by the employment mana- 
ger, by his assistant, or by prominent employees who are worthy repre- 
sentatives of the company. It must not be overlooked that this is a means 
of attracting many good employees. Labor unions make a good source of 
labor supply. They will probably be a greater and better source of labor 
as unionization increases. 

Other Companies as a Source of Supply. A company should 
never deliberately “pirate” employees from a competitor to whom the 
loss might prove a disadvantage. Valuable and needed employees should 
not be taken without previous notification or request. If a company has 
an opening which it cannot fill, a friendly competitor is asked to release 
one of its men so that he can accept the higher position, with an under- 
standing that at some future time when the first company wishes to 
promote a man in a similar way, it will be done through this reciprocal 
trading. In such a manner competitive relations between the groups are 
retained, the companies as well as the workers are helped, and a particu- 
lar trade and special employees within the trade are assisted. 

Scouting as a Source of Supply. Some companies send out scouts 
in order to follow up advertisements in newspapers for positions wanted. 
Others send them to distant and foreign localities in order to bring back 
a supply of workers. Sometimes companies are forced to lay off men, and 
if an employment manager gets in touch with the situation, a good source 
of personnel may result. There has recently developed in the United 
States a practice on the part of some manufacturing companies to move 
their plants to the places where the labor supply is abundant. 

Collective Bargaining. Collective bargaining between a company 
and a labor union can provide a group of workers in a given trade or 
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industry. In some instances this method furnishes the largest source of 
supply. 

Recommended Use of All Sources. — The proper personnel point of 
view toward the sources of personnel supply is that the employer will 
obtain decidedly more and higher grade applicants by drawing from a 
number of these sources. For example, if an engineer were asked by 
his superintendent to add fifteen draftsmen to the engineering depart- 
ment within three days, it would be decidedly easier and more effective if 
he made use of every possible source of supply. With more draftsmen 
from whom to choose, the engineer will undoubtedly select better men 
and thereby increase both the efficiency of the drafting department and 
his own management. This same principle would apply to all employers 
as well as to all personnel departments. 

The Application for Employment 

Most companies today require each applicant to fill in the informa- 
tion requested on an application blank.'^ If the applicant makes any 
untruthful statements on the application blank, it is usually grounds for 
dismissal. The application blank contains a personal history of the 
employee, his experience record, references., statement of his education, 
etc. The information given on the application blank is usually investi- 
gated not only for the correctness of statement but also with reference 
to the quality of the work as well as the experience. Many companies 
ask that the application be written in the employee’s own handwriting in 
order to show his neatness, ability to write, etc. Some companies will 
provide an interviewer to prepare the information record for applicants 
who cannot write. 

Interviewing 

Upon receipt of the application blank, the applicant is usually inter- 
viewed. In some of the larger companies this first Interview is a prelim- 
inary one which weeds out those who are evidently not fitted for the 
work of the company, and the others are passed on to a final or longer 
interview. In some companies just one interview is held with the appli- 
cant, and it is decided in that interview whether or not the employee is 
to be considered. 

Even though interviewing is an art and not an exact science, certain 
principles can be .learned. The interview can be used to find out facts, 

^ See samples of application blanks in the chapter on Personnel Relations Audit, 
Research, and Records. 
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to inform the interviewee, and to motivate him in or out of the company. 
The following principles of interviewing ® have been found effective : 


1. Know as much information about the interviewee in advance of 

the interview as possible. 

2. Prepare a brief schedule of questions for the interview based 

upon the job specifications for the work to be done. 

3. Provide privacy for the interview and allow as much time as 

possible. 

4. Take the interviewee’s point of view, and examine your own prej- 

udices toward people in order to prevent personal prejudices 

from interfering with the hiring of the best person. 

5. Help the interviewee feel at ease and ready to give you the facts 

about himself that you want. 

6. Be straightforward and frank rather than shrewd and clever. 

The application of these principles and procedures should result in 
eliminating the least desirable and finding the ones to take the tests, 
examination, and go through the remainder of the selection process. 

In general, some things can be observed about the applicant from a 
brief interview, such as appearance, clothes, personal cleanliness, man- 
ners, posture, gait, handshake, voice, facial expression, and poise. Though 
the interviewer may not be able to determine the real value of these 
observations in an interview he can readily see some qualifications, of 
rather disqualifications, for certain jobs. No company, or at least very 
few, will hire a person without an interview. 

Examinations and Tests 

The physical examination is often used as a basis for employing or 
rejecting an applicant. Intelligence, trade, and special tests cannot usually 
be considered in this way. They are simply aids in employment work. 
If an applicant fails to pass these tests, it does not follow that he will 
be refused the position. But other qualifications being equal, it is a sound 
employment policy to select the person with the highest test scores. If 
tests are used and thought of simply as one of the aids in reaching a 
selective decision, they will be found to be valuable, at least in reducing 
the number of unsatisfactory employees. They may often lengthen the 
selective process and require additional equipment, staff, and expendi- 
ture. Also in some cases applicants may dislike to cooperate and con- 
sider that they are being imposed upon without reason. Many employers 
feel that the best applicants are cooperative in this respect. 

s Adapted from W. V. Bingham and B. V. Moore, How to Interview, New York, 
Harper & Bros., 1937. 
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111 a study of the employment procedures of 147 companies, Achilles 
found the frequency of the use of tests in the latter part of 1942 as given 
in Table 3. He found that testing took from 45 minutes for plant work- 
ers to 90 minutes for salesmen, and the total time required for induc- 
tion ranged from 2 hours and 42 minutes at a cost of $8.50 for a plant 
worker to 5 hours at a cost of $16.82 for a salesman, the testing taking 
from 43% to 47% of the total time. 


Table 3. Frequency of Use of Tests * 


Type of Tests 

Plant 

W orkers 
N-77 
% 

Office 

Workers 

N-90 

% 

Sales- 

Men 

N-35 

% i 

Super- 

visors 

N-49 

% 

Intelligence Tests 

40 

57* 

29 

35 

Trade or Proficiency Tests.. 

34 

53 


20 

Aptitude Tests 

44 

38 

29 

16 

Personality Tests 

16 

18 

31 

31 

Interest Tests 

8 

11 

17 

16 

Not specified 

8 

3 

14 

8 


* Percentages do not add to 100, because several types of tests may be used by the 
same company. 


Although scientifically evaluated and validated tests are used by a 
considerable percentage of the companies, most employment managers 
and personnel directors feel that research on the selection process is one 
of the greatly needed personnel activities; i.e., testing and examining 
applicants, finding accurate facts, and numerically measuring their apti- 
tudes. 

After going through the employment procedures of over one hundred 
companies, the author found a large number of personnel “factors” 
which were considered in selecting employees. Some of the most impor- 
tant factors and the methods of determining them were: 

Suggested Instruments of 
Recording or Measuring 
Physical Examination 
Personnel Record 
Strength and Endurance Tests 

Otis Self-Administering Test 
^ of Mental Ability 
Wonderlic Personnel Tests 
The Revised Army Alpha and 
Beta Intelligence Tests 

® Paul S. Achilles, "Trends in Employment Procedures," P/’rsonncl, Tanuary, 1943, 
p. 609. 


The Factor 
Good Health — Strength 
and Endurance 

Appropriate Intelligence 


How Determined 
Physical Examination 

Intelligence Tests 
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The Factor 

How Determined 

Suggested Instruments of 
Recording or Measuring 

Appropriate Personal 
Traits 

Personality Tests 

Rating Scales 
Investigation of Refer- 
ences 

Interviews 

Humm-W adsworth T emper a- 
ment Tests 

The Bernreuter Personality 
Inventory 

Thurstone Personality Sched- 
ule 

Personality Rating Scales 

Proper Knowledge of 
the Job 

Trade Tests 

Trade Questions 
Interviews 

Machinist Test for Machinists 
Tests of the Other Trades 
Trade Questions and Tests 

Ability to do the Job 

Performance Tests 
Tryouts 

Trade Performance Tests 
Actual Tryouts on the Job 

Proper Interest 

Interest Tests 
Interviews 

Strong Vocational Interest 
Tests 

Sufificient Education and 
Training 

Application Blank 
Interviews 

References 

Personal References 

Reports and Ratings 
Application Blanks 

Special Abilities 

Special Ability Tests 

O’Connor Dexterity Test 
Wiggly Block Test 

Mechanical Aptitude Tests 
(Bennett, Detroit, Stenquist, 
Minnesota, Macqiiarrie) 
Purdue Tests 


In general, when a test’s reliability and validity have been proved, the 
results of the test are more objective and can be used as one of the bases 
of employment more than previously. Because many of the tests used in 
industry today lack the validation that is desired, it seems to be the best 
practice to use testing as one of a number of aids in the employment 
process. 

The Kearny works of the Western Electric Company has been utiliz- 
ing tests as a part of its selection procedure since about 1933, This com- 
pany uses tests to prevent 5% to 25% of the poor selections which occur 
without the use of tests. In developing the tests, the Western Electric 
Company first make a job analysis of the following nine factors: intelli- 
gence, eye-and-hand coordination, finger dexterity, manual dexterity, 
small-tool dexterity, repetitiveness of work, accuracy, range of observa- 
tion, and visual memory. Then they (1) test the present employees on a 
particular job, (2) secure a criterion of success, (3) compare statistically 
and otherwise the criterion with the test scores, and (4) set a critical 
score, if the test has been successful in differentiating the better from 
the poorer workers.’^ 

D. W. Cook, “Psychological Tests for Unskilled Jobs,” Psychological Aids in the 
Selection of Workers, New York, American Management Association, Personnel .Series, 
No. 50. 1941, Dix 18-29. 
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Percentage of each group 1 Percentage of each group 


below average in efficiency 


OTIS TEST (Intermediate) 


Figure 14a. Study of Soldercrs 
(D. W. Cook, op. dl.) 


{Relation Between Test Scores and Job Performance) 



Figure 14b. Study of 58 Junior Draftsmen 
(D. W. Cook, op. cit.) 
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Figure 14 (a and b) shows the relation between test scores and job 
performance of solderers and junior draftsmen. 

The Scovill Manufacturing Company used tests in employment suc- 
cessfully for many years. Dr. Millicent Pond of that company submitted 
the data in Tables 4 and 5, showing the results of the use of tests over 
the selection by interview only in employing toolmaking apprentices. 


Table 4. Check on Validity of Test Selection 


Dates 

Hired 

Group 

Number 

Hired 

Number 

Satisfactory 

% 

Satisfactory 

Remarks 

1-1-20 

I 

57 

36 

63 

Selected by 


II 

SO 

28 

56 

interview 

8-31-26 

IIP'' 

56 

35 

63 

only 


Totals 

163 

99 

61 


Yearly 

IV 

40 

36 

i 90 

Selected by 

Groups, 

V 

44 

33 

1 75 

interview 

9-1-26 

VI’'' 

35 

32 

91 

and Scovill 

to 

VII 

36 

28 

78 

Classifica- 

8-31-30 

Totals 

155 

129 

83 

tion Test 

Yearly 

VIII 

13 

11 

85 

Selected by 

Groups 

IX 

1 

1 

100 

interview, 

9-1-30 

X 

3 

3 

100 

Scovill 

to 

XI 

12 

12 

100 

Classification, 

6-1-37 

XII 

21 

19 

90 

MacQuarrie, 


xiri 

32 

28 

83 

and 


XlVa 

65 

62 

95 

Wiggly Block 


Totals 

147 

136 

93 

Tests 


* Change of interviewei- occurred 1-1-26 and 8-1—28. 


Criteria of Success: 

Group I, foreman’s rating, 11-1-23. 

Groups II to VII, yearly ratings by foreman on individual’s first-year work. 

Groups VIII to XI Va inclusive, work histoiT, i.e., neither termination nor 
transfer because of unsatisfactory work, as recorded by S-15-37. 

The Lockheed Aircraft Corporation used employment tests for selec- 
tion. During World War II this company tested about 300,000 applicants 
at the rate of 1,000 per week during certain periods.^ All qualified appli- 
cants were given the Otis Self-Administering Tests of Mental Ability 
and the Humm-Wadsworth Temperament Scale. For mechanical apti- 
tude.s the Johnson O'Connor Wiggly Block and the Minnesota Manipu- 
iative Tests were given. The Lockheed Clerical Te.st covered typing, 


^ See “Testing Applicants” in Trained Men, Sept.-Oct., 1942, pp. 3-10. 
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clerical typing, stenographic, and filing work. The Lockheed Trade Tests 
covered accounting, blueprint reading, drafting, final assembly, lofting, 
machinist, papermaking, precision assembly, sheet-metal assembly, sheet- 
metal working, and template making occupations. 


Table 5. Correlations, Foreman’s Rankings with Test Scores 
N-83 


Mechanical Abilities Tests 

R 

General Tests 

R 


.315 

.393 

.309 

.411 

.319 

.311 

.132 


.364 

.269 

.199 

.174 



Wiggly Block 

Paper Form Board (Our Test 

9) 

Paper Folding (crude) 

Cube Construction 

Thurstone Hand 1 

Thurstone Error Checking 

Schooling in Years Completed. . 

1 


Classification of Tests. — There are many kinds of classifications and 
descriptions of tests and their uses.^ Some tests are classified according 
to their purpose, others as to the source of the aptitude tested, while 
others according to the ability, proficienc)^ or capacity tested. Proficiency 
tests measure acquired ability, while aptitude tests measure “a condition 
or set of characteristics.” Some classify tests according to aptitude or 
ability measured, others by method of presentation such as oral, written, 
or performance tests, while still others arrange tests according to type of 
response to the tests, such as free or constrained response. Some tests 
have alternative choice, while others have multiple or single choice of 
response. Tests are sometimes considered as individual or group tests. 
Hundreds of tests are in existence at the present time, so it is important 
to select the right one or ones. Every test should be objective and should 
measure in quantitative terms. A test should differentiate between good 
and poor employees for the specific jobs for which it tests. It should be 
as easily administered and involve as little expense as possible. If the 
aptitude test is to be objective, the conditions under which it is given 
should be standardized and the results and validity of the test proved. 

An intelligence test is a means of measuring a standard mental task 
under standard conditions. It attempts to measure mental capacity, nr 
the ability to adjust to new situations. Such tests are designed to measure 
intelligence, mental ability, mental alertness, and in some cases educa- 
tional qualifications. They also test the rapidity of learning as well as 

° See books by Bingham, Burtt, Hull, Tiffin, Viteles, Yoder, etc. in .selected refer- 
ences of this chapter. 
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the learning capacity and ability. Their results tend to indicate extremes. 
For example, they designate definitely the persons with extremely low 
mentality (who will usually receive a low intelligence score) and the 
extremely high mentality. Those who lie between the extremes present 
one of the greatest difficulties of mental testing. Intelligence tests do not 
attempt to answer all of the questions of employment and should not be 
used as such. They have proved very useful when used as aids in the 
selective process. They will have still wider use when it is clearly under- 
stood that they are just one of the many factors of selection. 

One of the early records of intelligence testing was at Columbia Uni- 
versity in 1894 under the direction of Cattell. This was followed by the 
cooperative undertakings through such organizations as the American 
Psychological Association. Binet was the first leader in this field, pub- 
lishing his initial intelligence scale in 1908. This was later revised by 
Goddard, Terman, and others. ’Whipple further promoted the work 
through his Manual of Mental and Physical Tests published in 1910. 
Continuous development followed until World War I, when intellligence 
testing received its greatest impetus through the work of the Personnel 
Committee, which developed the Army Alpha and Beta Intelligence Tests. 
The Alpha Test was given to over 1,700,000 men. After the war, intel- 
ligence tests were applied in industry and business as well as in schools, 
until today there are many such mental examinations. 

Intelligence tests used to a great extent in industry and business as 
well as in the schools are the Otis Self -Administering Tests of Mental 
Ability and its revision the Wonderlic Personnel Test. Others that are 
well known are the Terman Tests for the measurement of intelligence 
and the Revised Army Alpha and Beta Tests. 

The most widely used tests are those designed for clerical or office 
positions, and are used by some companies as a definite basis for employ- 
ment. There are also combinations of intelligence and vocational tests. 

Two of the well-grounded limitations to mental tests for use in indus- 
try and business are : (1) that they do not have a sufficiently high corre- 
lation with occupational criteria such as production and wages, and (2) 
that they do not measure such traits as honesty and loyalty, which can 
be revealed in a tryout. 

The trade test is a means of measuring a person’s ability or capacity 
to perform a standard task of a certain trade under standard conditions. 
There are several classifications of these tests: oral, written, picture, 
performance, and their combinations. The oral trade tests are used to 

Samples of many of these may be obtained from the World Book Company, Yon- 
kers on Hudson, New York; The Psychological Corporation of New York City; and 
The C. H. Stoelting Company, Chicago, Illinois. 
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some extent because of their simplicity and ease of execution. They are 
composed of a series of standard questions to be answered by the appli- 
cant. The following is a sample extract of an oral test for a boilermaker : 

1. Q. How are the boiler tubes fastened to the end plates ? 

A. Expanded (rolled) (pressured). 

2. Q. What size rivet hole would you make for a 7/8-inch rivet? 

A. 15/16. 

3. Q. What caulking' tool do you use in starting to caulk a seam? 

■ A. Fuller. 

4. Q. How should the outside sheet of a lap joint be cut for caulking? 

A. Bevel (scarf). 

5. Q. How are stay bolts made so that they will show up if broken? 

A. Telltale hole (pierced) (hollow) or drill hole. 

6. Q. What is located in the crown sheet of a marine boiler to pro- 

tect the boiler in case the water gets too low ? 

A. Fusible (soft) (safety) plug. 


Written tests are similar in nature to the oral tests. They conserve the 
examiner’s time in scoring and are more objective. Written tests contain 
a standard set of questions to be answered by the applicant. Each ques- 
tion is usually given a certain score, and the applicant who answers the 
largest number correctly obtains the highest grade. 

A picture test is made up of a series of illustrations showing the type 
of work performed by the trade, the tools, or the machines used in the 
trade. For example, a picture test for a carj^enter may contain drawings 
of a half joint or toe nailing, wall stringing, and different kinds of rafters 
which the employer seeks to have defined. Usually picture tests bring the 
actual -work to the mind of the applicant more concretely than do oral or 
written trade tests. They also permit personal contact and produce more 
confidence. There is some danger that the information may become out 
of date or may not involve special tools and equipment which are particu- 
larly adapted to' the company concerned. 

Performance tests include the construction, assembly, or manipulation 
of a standardized pai't, and a similar performance with the materials, 
tools, or equipment of an occupational process, under actual conditions or 
conditions similar to those under which the occupation is performed. 
They attempt to measure actual skill in performing the work of the job. 
Several performance trade tests are those of pipefitter, machinist, chauf- 
feur, watchmaker, blacksmith, and typist For example, the pipefitter test 
made use of two heads, four elbows^ eight pieces of pipe, and pipefitters’ 
tools. With these the candidate was asked to make up a radiator coil. 
His proficiency was based upon the time required to put the coil together. 
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special tests are devised to show certain particular abilities. They 
may include parts of trade and intelligence tests or a combination of both. 
A test for finger dexterity devised by Johnson O’Connor serves as an 
example. It consists of taking 300 brass pins from a tray, where they are 
piled loosely, and placing them as rapidly as possible in 100 holes (three 
pins per hole) drilled part way through a special flat plate. The time 
required for doing this determines the score. The fastest time for finish- 
ing was six minutes, and the slowest was fifteen minutes. Another simi- 
lar test is the Wiggly Block test, also devised by Mr. O’Connor, which 
tests mechanical aptitude. It involves irregular blocks to be assembled 
into a smooth larger block. Still others are typist, metal-machine opera- 
tor, and inspection tests, and many combinations of the special abilities. 
The minute divisions of labor within a trade have created a need for such 
examinations. In any case they have been used as valuable aids in select- 
ing men for special functions. 

Additional special tests used in employment procedures are strength 
tests. In order to show the strength of a hand, a spring and balance 
device has been made into a grip test which quickly indicates the grip- 
ping ability of the person being tested. It is a dynamometer and, when 
compressed, indicates on a dial the amount of strength exerted by the 
person. Other strength tests involve the lifting of weights, for such work 
as truckmen might have to do, and the use of a sledge on a spring plat- 
form. Still another usefitl device is to attach a spring scale to the floor 
and measure the amount in pounds which may be pulled against the floor. 

The tests which are used should test the aptitudes or abilities used on 
the job. A validation of the test to show whether it does actually test 
what is to be tested is important. Many companies devise their own tests 
applicable to specific jobs. For example, the Endicott- Johnson Shoe 
Company devised special tests. The Eagle Pencil Company developed 
tests applicable to that particular company, and found their testing 
worth while. In their experience, the cost of testing applicants with a 
nine-test battery was about $2.00 per person. This, they discovered, was 
less than half of the difference in the weekly wages between those passing 
the tests and those failing them, on the job requiring special aptitudes. 

Drake and Oleen have not only indicated that testing is profitable but 
have also estimated the profits of testing.^® 

A complete testing program of an industrial concern involves the selec- 
tion of tests, their administration,, and the interpretation and use of the 
tests. In general, tests should be as objective as possible and should be 

See C. A. Drake and H. D. Oleen, .Technique of Testing,” Factory Manage^ 
ment and Maintenance, New York, McGraw-Hill Pub. Co., March, 1938. 

C. A. Drake and IT. D. Oleen, op. cit. 
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high in reliability and validity. In developing a test, all of the physical, 
mental, and psychological factors of the job for which the test is being 
developed should be duplicated in a standard task under standard condi- 
tions. The test should be administered by an experienced industrial psy- 
chologist or personnel man who has been trained in the development and 
administration of tests. Tests should be interpreted statistically on the 
basis of standard deviations, sigma units, percentile ranks, etc. 

Besides aptitude testing, trade tests, and the interview, most companies 
are now requiring a physical examination as one of the important aids in 
selecting the proper persons. Health as a factor of employment of the 
companies seems to be growing in importance and should be included. 
Likewise, rating, investigation of references, and the other means of 
determining the factors in employment are important. All of these serve 
as aids in selecting the most efficient persons. 


Development of Employment Tests in a Company. — Six of the 
principal jobs in Revere Copper and Brass Incorporated were studied and 
analyzed carefully. Superintendents, foremen, operators, and helpers 
were questioned. In some instances closer contact was gained by working 
on the job. Questions and problems pertaining to judgment, mental and 
educational factors, physical requirements, speed of work, endurance 
qualifications, and, in general, all those qualities and factors were recorded 
which determine the difference between a successful worker and one who 
is not. The composite descriptions then were analyzed carefully. Com- 
mon factors in these jobs were noted. The most meaningful and out- 
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standing ones formed the basis upon which the ten tests were constructed. 
Descriptions of three of these tests follow : 


Revere Tube Test. This test consists of two boards containing 68 
pegs of various lengths and diameters, as shown in Figure 15. The pegs 
on one board are arranged systematically in graduated sizes according to 
height and diameters. The arrangement of the pegs on the other board 
has no system, and the pegs of different heights and diameters have been 
arbitrarily placed with no thought of orderly arrangement. A single set 
of 68 tubes which fit over the pegs are taken from one board and matched 
in height and diameter with the corresponding pegs on the second board. 
The complete test involves matching the tubes and pegs on both boards. 

Slitter Setup Test. This test is a small replica of a machine which 
slits copper and brass sheets and is used in the various plants. It consists 
of two shafts of identical diameters opened at one end with twelve F^-inch 
cutters and eleven spacers. Five spacers are 2 inches wide, five are 



inches wide, and one other is K wide. A simple blueprint show- 
ing what the setup looks like when correctly performed and containing 
all the necessary dimensions serves as a guide. Figure 16 shows this 
slitter test. Its purpose is to test the applicant’s ability to read a. simple 
blueprint and follow it in making the setup. Accuracy and time are 
recorded. 

Mathematical Application Test. This test consists of twenty 
problems involving elementary knowledge of mathematics required on 
the various jobs in the mill for which tests were developed (Figure 17). 
It contains addition, subtraction, multiplication, division, and then pro- 
gresses in difficulty to fractions, time, rate, and weight problems. A time 
limit of 17 minutes is used in giving the test. 
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After the tests were developed, they were validated by testing groups 
of present employees, good and poor, whose ability on the jobs was rated 
by foremen. The results of the tests were correlated with the total ratings 
by the foremen of each employee on quality, knowledge of the job, appli- 
cation to work, cooperation, safety, health, neatness, and cleanliness. 
Also, the employees on the jobs were ranked as to whether they were 
good, average, or poor, and the test scores of those ranked good were 
compared to and correlated with the scores of those ranked poor. The 
results of the comparisons and correlations for the tests described herein 
are given in Figure 18. 

During World War II, when the company had to employ almost all 
employees that could be found, the tests were given to employees already 
hired for their own personal adjustment, improvement, and transfer 


(please print) 


Last N ame 

Initial 
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.Srx 

Last Grade of 



School Completed 




The following test * consists of 20 mathematical problems. 
You are to do as many of the problems as you can in 17 min- 
utes. Do not spend too much time on any one problem. 

Do not begin until the signal to start is given by the ex- 
aminer. 

1. What is the total weight of 4 bars of metal each 

weighing 190 pounds? 

2. Each coil weighs 30 pounds. If a pan weighs 

6,150 pounds, how many coils will make up a 
heat of two pans? 

3. A furnace load of metal totaling 3,220 pounds 

has been annealed, yet only 2,254 pounds 
passed inspection. What is the percentage 
rejected? 

4. It takes a sheet of metal 14 minutes to be con- 

veyed through a furnace 70 feet long. What 
is the speed of the conveyor? 


* These are merely samples of the ■questions: on the test 

Figure 17. Sample of Revere Mathematics Application Test 


Answer. 


Answer. 


Answer. 


Answer. 
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MATHEMATICS TEST 




.CORREUTION BETWEEN FOREMEN’S RATINGS OF EMPLOYEES AND 
SUTTER TEST SCORES -r=.26 ±.06 



CORRELATION BETWEEN FOREMEN’S RATINGS OF EMPLOYEES AND 
TUBE TEST SC0RES-r=.322±.08 | 

Figure 18. Employment Test Results— Revere Copper and 
Brass Incorporated, Michigan Division 

within the company. Such use of personnel tests opens up a large field 
of opportunity in research on tests and their uses. 


In a general employment procedure, after the interview has been held, 
the tests and examinations given, references investigated, and the physi- 
cal examination results obtained, the final selection process involves the 
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comparison of the facts about the various persons being considered for 
the job and the selection of that person who has the best qualifications 
for that job. Figure 19 shows an employment qualification comparison 
sheet for an engineering sales position. In this case the factors to be 
considered in the engineering sales position were listed and the names of 
the men put at the top of each column. Then in each column, the results 
of the tests, examinations, rating, ' etc., were listed under each man’s 


PERSONNEL 

FACTOR 

y ^ /rv / 

INTELLIGENCE: 

TEST 

90 

130 

100 

80 




100 PASSING 

RATING 

7 

10 

8 

8 




0 TO 10 

REFERENCES 

FAIR 

EXCEL'T 

GOOD 

POOR 




KNOWLEDGE 

OF JOB 

70 

95 

80 

60 




EXAM AND GRADE TEST 
0 TO 100 

EDUCATION 

10 

16 

12 

8 



ONE- POINT 

FOR EACH GRADE 

HEALTH 

C 

A 

8 

D 



L_ 

PHY. EXAM 

A • GOOD 

PERSONALITY: 

RATINGS 

FAIR 

EXCEL’? 

GOOD 

POOR 



r 


REFERENCES 

GOOD 

EXCEL’T 

FAIR 

POOR 





ABILITY TO 

DO THE JOB 

FAIR- 

GOOD 

GOOD 

FAIR 




TRYOUT 

trade test 

REASONS FOR LEAVING 
LAST JOB 

QUIT 

LEFT 

SCHOOL 

PER- 

SONAL 

FIRED 


1 

1 



EXPERIENCE 

GOOD 

POOR 

GOOD 

FAIR 

n 



IMPRESSIONS FROM 
INTERVIEW 

FAIR 

GOOD 

EXCEL’T 

POOR 


1 



HIRING 

POSSIBILITIES 

FAIR 

EXCEL'T 

GOOD 

1 

POOR 


i 

r 


HIRE 

SAM SMITH 1 



Figure 19. Employment Qualifications’ Comparison Sheet 


name. By comparison, the total of Sam Smith’s qualifications was higher 
than the others; therefore, he was selected. This selection procedure 
exemplifies the application of the scientific method. The facts are col- 
lected about each man, they are classified concerning each individual, and 
then the selection is based on those facts. These steps, just outlined, 
should result in a good, practical selection of the most efficient person 
for the job. The most scientific method of selection, however, is by 
means of psychographs. 
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Placement 

The psychograph is a chart on which are tabulated the results of a 
number of tests in the form of a profile, as shown in Figures 20, 21, and 
22. The best method of placement is to make a psychograph of an occu- 
pation (Figure 20) ; compare the results which individuals make on the 

Test 

Educatioivil Vcrif icdtioix 
aericoitNumbera 

DexVefitij :K«.qer 
Dextcriitj tTWeczer 
Dexter iitj : Manual 
Medkanical :Aaaemblij 
MecKanicol :3patiol E^lotiotvs 


Figure 20. Occupational Test Scores Made by Men Clerical Workers and 
Auto Mechanics 

(D. G. Patterson et al., Men, Women, and Jobs, Minneapolis, The University of 
Minnesota Press, 1936, p. 44.) 

various tests on the psychograph (Figure 21) ; and then select the per- 
sons whose qualifications most nearly fit the occupational psychograph. 

Introduction to the Job and Follow-Up 

After the employee has been selected, he has yet to be introduced to 
the job. In some companies this introduction begins in the waiting room 
even before he has been considered for the position. The history, policies, 
rules, and regulations of the company are explained orally or by pam- 
phlets, and safety information is often provided. Talks on loyalty and 
discipline are given, as the employee is apt to listen more closely to such 
information at this time than after he is definitely employed. Personnel 
activities should be explained before he is put on the job. Many com- 
panies do this through an employees’ handbook, containing in definite 
form information which the management wishes the employees to have. 
In many companies the employee signs a statement saying that he has 
received and read the rules, regulations and other information in the 
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M. .. 

Case No. S. go 
D. .. 


SUMMARY RECORD Age a 
of 

INDIVIDUAL DIAGNOSIS* Sex » 


Number of 
Children o 
Other dependents o 


Measure Employed Score 


Percentile 

Rating 


F. F. Schooling : Age 17 Grade g 
F. G, Classification Test X .7 
F. G. Verification Test IX .g 
F. G. Clerical Aptitude; Numbers 
F. G. Clerical Aptitude: Names 
F. G. Dexterity: Finger Test 


GENERAL PROFILE 
Per Cent of Total Population Lower 
10 20 30 40 50 60 70 80 9OIOO 


82 

78 

3-53 

' 5-77 


F.G. Dexterity: Tweezer Test 
F. G. Dexterity; Manual Test 242 
F. G. Mechanical Assembly ABC 277 
F. G. Spatial Relations A BC D Q34 

F.G. PERSONALITY INVENTORY 
Neurotic Stable -iii 
Dependent Self-sufficient 71 


Introvert Extravert 
Submissive Dominant 

F.G. STRENGTH TESTS 
Right Hand 
Left Hand 
Back 
Legs 


-7T 


200 

250 




75 


100 


F. C. Vocational Interests: Claimed Forest ranger, cabinet maker, radio, operator, electrical 
engineer. 

Tested Highest in Physician (JS), Engineer (B — ), Lawyer (JB — ), Farmer (B — ), 
Editor -). 

Trade Claimed None. Test Rating 

F. F. Occupational History Sorting lumber and checking stock, June-Oct., 1928; looked 
for a fob, Nov. ig28-May, xg2g; measuring and wrapping sandpaper for shipment, 
June-Dee., igso. 


GENERAL ASSETS 

Unusmlly high speed and dexterity of fingers. 
Excellent mechanical aptitudes, combined with 
dejinUe mechanical interests. 

Stable, self-sufficient personality. 

Fairly good intelligeme. 

Likes woodwork. 

• Examiner ’s entries are printed in italics. 


GENERAL LIABILITIES 
“Hunchback " deformed chest but not noticeable 
in street clothes. i 

Little clerical aptitude. I 

Slightly deaf in loth ears. \ 

Dental caries and pyorrhea. 

Untidy appearance of clothing and hair. 

Not strong physically. 1 


Figure 21. Test Scores Plotted to Show “Psychological Profile” 

T> A Th„ Ffl.s/mrch Proiecf. v. 17 ; The Uni- 
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INDIVIDUAL PROFILE CARD 
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N.F.S. 


9 th grade AGE_35_ 


MEASURE EMPLOYED 


(Last Grade Completed) 

PERCENTILES 

0-9 10-19 20-29 30-39 40-49 50-5i 


CODE NO._ 

EXAMINER 

DATi- 16 j 1945 

>0-69 70-79 80-89 90-100 












—52: 

- — _ 













*►40 








20" 










21-^ 












''44J 












>66 








^ 43 " 








29 " 


























^82 


















60 < 























"100 











Hoo~ 



24 - 

















?.ioo 









8.8*^ 










-86 







- 50 -” 





— 

— 

29 — 


— 



— 


_i 


GENERAL APPLICATION TEST 
MATHEMATICS TEST 
ADAPTABILITY TEST 
WRITTEN TESTS TOTAL 
TUBE TEST 
FORM BOARD 
SLITTER TEST 

MANIPULATIVE TESTS TOTAL 
WRITTEN AND MANIPULATIVE 
VISUAL PERFORMANCE 
FAR-PHORIA-VERTICAL 
LATERAL 
ACUITY-BOTH 
RIGHT 
LEFT 

DEPTH 

COLOR 

NEAR-ACUITY-BOTH 

RIGHT 

LEFT 

PHORIA-VERTICAL 

LATERAL 


Figure 22. Psychograph for an Employee in Revere Copper and Brass 
Incorporated, Showing Percentiles in the Measures Used to Test This Person 


handbook. With technical employment a trip through the factory or office 
and an introduction to the applicant’s possible superintendent is often 
undertaken before final acceptance of the job. 

After the employment slip has been signed by the employer, the new 
employee is usually given a statement showing that he has been definitely 
employed. He is taken first througli the department in which he is to 
work. Here he is introduced to the foreman, who as a rule takes charge 
of him, unless he is to be trained in a vestibule school or by a special 
training program under someone other than the foreman. The intioduc- 
lion to the foreman should be done carefully. The employee should be 
made to feel at ease at once, as first impressions often last long. After 
being introduced to the foreman, the work is explained and demonstrated. ' 
With this instruction, training for the job is actually begem. The rela- 
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tion of the work to the whole organization or the product of the com- 
pany should be interpreted, and the value of service of the job to the 
company should be emphasized. The foreman also assigns him to a locker 
room and to the individual equipment to be used in his work. For exam- 
ple, if he is a toolmaker or a carpenter he will need certain tools. An 
explanation of the use of the time clocks and designation of toilets, drink- 
ing fountains, and exits should also be given. 

After the employee has started on the job, a follow-up visit by the 
employer, foreman, or instructor should occur occasionally. All possible 
personal contacts should be made with the new employee. At all times 
there should be a mutual understanding between employer, foreman, 
instructor, and employee. 

Beside the follow-up on the succeeding days, many companies visit the 
employee after three months and review his work. Some companies defi- 
nitely put new employees on probation for a certain period, letting them 
know they are on probation and that they are not permanently employed 
until they prove that they are qualified for the work. Whether or not 
employees become permanent members of the American Rolling Mill 
Company depends “first, on how satisfied they are with their work and 
the treatment they receive ; second, on how satisfied the company is with 
the way they perform the work assigned to them during the probation- 
ary period,” 



CHAPTER 6 


JOB EVALUATION 

Job evaluation is the determination of the value or relative value of 
each job in a company or industry and the fixing of fair wages for that 
job. It is the determination of the value of the job and not the worth of 
. the employee doing that job. The evaluation of the worker is a separate 
function. 

Wages still rank as very important in personnel relations in industry 
and business today. More individual employees, because of increasing 
realization of the rights guaranteed by the National Labor Relations 
Act, are beginning to question whether or not they are being paid a 
wage commensurate with the value of their jobs. Adequate job evalu- 
ation can iron out some of the inequities of employee compensation. 
The broad social significance of job evaluation can be viewed from three 
aspects: (1) as a means of reducing wage disputes to a minimum, (2) 
as a means of giving each employee the standard of living to which his 
job entitles him, and (3) as a means for management to set fair wage 
values. 

To the management of every company, proper job evaluation is one 
of its most vital problems of personnel and industrial relations because 
it touches the everyday life or the very living of each employee. Wages 
represent one of the most fundamental relations between the employ el- 
and employee. 

If a company pays too low wages, its employees will not have the 
standard of living that they deserve. Too, the relationships between 
the emplo3'ees and their employer wdll usually not be good, because after 
a relatively short time employees seem to sense whether one job is worth 
more than another. Those receiving a relatively lower wage for their 
work than the jobs deserve soon realize this and friction often develops. 
To employees, therefore, job evaluation is of vital importance. 

Some companies try to pay Higher than the average wage in the 
locality in order to attract the most efficient workers. A few others try 
to pay slightly lower than the average so that they will not attract work- 
ers just for the wage, considering that there is a certain good will which 
goes with the job in those companies. However, as a rule, most com- 
183 
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panics want to pay a fair wage. Job evaluation is the means of deter- 
mining that fair wage. 

Among the more common purposes of adequate job evaluation for a 
particular company are : 

1. To determine a fair value for each job and the reasons why one 

job is worth more or less than another by a factual method. 

2. To clarify the duties and requirements of each job. 

3. To eliminate inequalities between jobs, of the same worth and 

pay the proper wages for each job. 

4. To establish sound wage policies, practices, and structure. 

5. To provide a basis for a long-range wage administration plan. 

6. To develop and improve a friendly working relationship between 

the management and the union. 

7. To prevent grievances due to wage inequalities. 

A number of types of plans of job evaluation have been developed. 
In order to present an overall view of these plans, eighty companies were 
asked ^ for descriptions of their job evaluation plans. Of the sixty-three 
companies which replied, thirty-two had established job evaluation proce- 
dures. The remainder had no definite job evaluation procedures or very 
informal plans of accepting the prevailing rate in the community as the 
value of the jobs and then judging new jobs from the old prevailing 
ones. Of the thirty-two plans upon which this report is based, twenty- 
seven were of a formal character and five of a somewhat informal 
nature. Of the twenty-seven formal plans, seventeen were of the point 
system type, one utilized a combined point and ranking system, and nine 
were based upon the ranking method. If this is representative of all 
United States companies, it is apparent that the point system of job 
evaluation is the most prevalent type. Other investigations ^ have shown 
that the use of the point system is increasing. Its use increased exten- 
sively in the War Wage Stabilization period of 1944 and following. 

In some companies parts of several types of plans are used. For exam- 
ple, one company uses the point system to evaluate its j obs, checks results 
by means of the' ranking or grading method, obtains information con- 
cerning prevailing rates in the community, and then coordinates the 
results of all three procedures. For this reason it is difficult to segregate 
or classify the plans of some companies into types. Yet the plans of 
others can be classified readily according to the types described in this 
chapter. 

^ See J. E. Walters, "Job Evaluation,” Mechanical Engineering, December, 1938. 

® See John W. Riegel, Wage Determination, Ann Arbor, University ot Midiig.-isi. 
Bureau of Industrial Relations, 1937. 
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The formal plans may be divided into two types:® (1) the ranking 
method, and (2) the rating or point system of job evaluation. The in- 
formal plans have more or less , “just growed” like Topsy, without any 
definite plan or consideration except possibly the prevailing rate in the 
community or the lowest rate for which the needed manual worker can 
be obtained. Adherents of the informal plan, of simply comparing the 
rates of one job to that of the community average for that job, contend 
that the elaborate job evaluation schemes are of little use anyway, because 
the company has to, or should, pay the prevailing rate ‘of the community 
or that demanded by the union. 

The Ranking Method of Job Evaluation 

The -ranking method (sometimes called the grading system) usually 
consists of the following steps : 

1. Making job descriptions. 

2. Ranking jobs according to value. 

3. Correlating job values with present wages. 

4. Adjusting the wages. 

The first step in the job ranking system is to make a complete descrip- 
tion of each job to be evaluated. These job descriptions are made in 
several ways. The Socony-Vacuum Oil Company had each employee 
write a description of his work, on a job description blank, which is 
reviewed, edited, and revised first by the employee’s supervisor and the 
industrial relations department, and then by the job analyst. When the 
finished job descriptions are ready, it is then possible to rank the posi- 
tions by departments. • 

A majority of the companies which use the ranking method have a 
job analyst, or a member of the personnel department, interview each 
employee and from that interview make a detailed description of the posi- 
tion on a job description form especially prepared for that purpose. 
Figure 23 shows the instructions and blank used by the American Roll- 
ing Mill Company for this purpose. One of the good methods of making 
a job description for the ranking method or by the point system is by 
time and motion study. A detailed description results.'^ 

Several procedures were found to be employed in ranking jobs. One 
method was to select two key jobs because of their extreme differences 

^ Other divisions into types can be made, such as The Factor Comparison Method, 
described later. ■ • ■ 

^ See R. M. Barnes, Motion and Time Study, New York, John Wiley & Sons, 1937. 
Also J. E. Walters, Modern Management, New York, John Wiley & Sons, 1937, Ch. I.I1 
See also Industrial Relations Section, California Institute of Technology, op. cit. 
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in value and then to rank the jobs in each department from lowest to 
highest according to the value of the work in the opinion of those mak- 
ing the rankings. Some companies had a list of factors which they 
consider in making this ranking, such as the following list used by the 
Socony-Vacuum Oil Company: 

1. Difficulty of work. 

2. Volume of work. 

3. Responsibility involved. 

4. Supervision required. 

5. Supervision of others. 

6. Knowledge, training, and experience necessary. 

7. Conditions under which work is done. 

These were considered not specifically but generally, and the various 
factors were not weighed or given a point value in making the ranking. 
In some companies this ranking was done by a job analyst, e.specially 
selected and trained for that work ; in others, by a committee ; and in 
still others, by a member of the personnel department. The ranking was 
then usually reviewed by the superintendent or perhaps foreman of the 
department concerned, and revisions made in light of discussions of high 
and low rankings. 

Usually, after the jobs were ranked by departments, a comparison of 
rankings in each department was made with those of similar depart- 
ments. Where ditiferences of opinion showed up by this ranking in the 
various departments, adjustments were usually made after a discussion 
between the job analyst and the superintendents and foremen or depart- 
ment heads. 

After all the jobs were ranked from lowest to highest, they were usually 
divided into groups from lowest to highest. The American Rolling Mill 
Company divided its jobs into eighteen groups,. whereas the Goodyear 
Tire and Rubber Company classified its jobs into six groups. Figure 24 
shows average daily earnings assigned to each zone or grade in an indi- 
vidual plant (see chart A) and in all plants (see chart B) of the Ameri- 
can Rolling Mill Company. Chart C in Figure 24 shows the smoothed 
out averages for each zone and the base rate curve. 

After the chart showing the evaluations of zones and rates for wages 
had been made, the actual rates or wages paid were often plotted upon 
the chart for comparative purposes. Discrepancies because of too high 
or too low wages were then readily seen, and the positions where atten- 
tion should be paid to wage adjustments immediately became apparent. 

Some of the companies which have used the job ranking system of 
job evaluation are: the Socony-Vacuum Oil Company, American Rolling 
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Recommendation for Occupational Classification or Reclassification 

O CCUPATIO N N AME — PRESENT RECOMMENDED 

Section Department Division 

Present Zone Recommended Zone -Date— 


Statement of Duties and Responsibilities {See Reserve Side) 



Statement of Duties and Responsibilities 

1. Describe the kind of work performed; state in some detail the method, 

process, routine, or manner in or by which work is accomplished. 
Where work is of a general nature, illustrate with typical tasks. 
Utilize Bedaux S.P.B.’s where available. 

2. State the kind of supervision received and from whom, 

3. State the kind of supervision exercised, if any, and over whom. 

4. Describe the nature of responsibilities other than supervisory. Con- 

sider the extent to which work affects quality of product ; the prob- 
ability of causing delays or damage to equipment ; the accountability 
for conservation of materials such as fuel, steam, air, water, acid, 
etc. ; the possibility of injuring fellow workmen; and related factors. 
Statement of Minimum Qualifications 

1. Formal education (the amount of schooling or equivalent education). 

2. Previous mill or trade experience required; what occupations; length 

of such experience. 

3. Knowledge of equipment design, construction, and operation necessary 

for assignment to occupation. 

4. Knowledge of methods, practices, principles, processes, product, mate- 

rials, etc., required for appointment. 

5. The required knowledge of technical subjects, such as chemistry, 

metallurgy, combustion, mathematics, mechanical drawing, etc. 

6. Personal qualifications, such as initiative, tact, resourcefulness, de- 

pendability, alertness. 

7. Physical qualifications — any unusual requirement as to stature, 
strength, agility, eyesight, hearing, age, etc. 

Nature and Conditions of Work 

1. Posture — standing, sitting, stooping, etc. 

2. Fatigue--requirement for expenditure of physical or mental effort — 

the tediousness or monotony of the work. 

3. Hazard — ^possibility of injury to operator and the probable severity of 

injury. 

4. Surroundings — disagreeableness of work resulting from unusual heat, 

cold, dampness, dust, dirt, smoke, fumes, acid, lack of ventilation or 
illumination, etc. 


S, Requirement for skill, accuracy, and dexterity. 



Checked; Approved and Recommended By ; 

Superintendent — — ^ — — — 


. Works Manager I 

Asst, to Wks. Mgr — . . ■ — - 

Note : Retain one copy and send original and three copies to Staff Supervisor 
of Compensation and Production Standards. ____ 

Figure 23. Occupational Classification or Reclassification Recommendation 
Form — American Rolling Mill Company 
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Mill Company, Kimberly-Clark Corporation, Cincinnati Milling Ma- 
chine Company, Goodyear Tire and Rubber Company, Leeds and North- 
rup Company, and the Frigidaire Corporation. 

Factor Comparison Methods.— Related to, but different from, the 
job ranking methods is the Factor Comparison Method " of job evalua- 
tion. This method expresses the evaluation in cents per hour — not in 
points. It uses five factors — ^mental requirements, skill, physical require- 
ments, responsibilities, and working conditions — for making comparative 
judgments. Job specifications are divided into these same categories. 
There is no upper arbitrary limit. Each factor is compared to that fac- 
tor in other jobs. Repeated judgments of competent persons are averaged 
for final figures. Key jobs are ranked according to the value of each 
factor, and the value of that factor in dollars and cents is determined. 
Ranks and rates are matched, and the resulting scale is applied to the 
other jobs. 

The Point System of Job Evaluation 

The point system of job evaluation is an attempt to make the evalua- 
tion of jobs more definite than by the ranking method. The job is 
divided into its factors, and those factors are weighted according to their 
value. Then by rating the job on each factor according to the points 
assigned, a numerical value in points for the job results. 

The steps in evaluating jobs by the point system are usually as follows : 

1. The selection of factors. 

2. The weighting of the job factors in points. 

3. The preparation of job description, job analysis, and point rating 

fomis. 

4. The description, rating, and evaluation of all the jobs. 

5. The correlation of the point values with rates or wages. 

6. The adjustment of wages which are too high and too low for the 

value of the job. 

The first step in the point system, the selection of' job factors, is to 
decide what the essential factors of typical jobs are within the specific 
company concerned. Some companies simply accept the point systems as 
worked out by their own or other trade associations or professional soci- 
eties, and adapt those point systems to their particular company, changing 
them to meet local conditions. Examples of such association and society 

For a description of this method, see E. J. Benge, Job Evahtation and Merit Rating, 
New York, National Foreman’s Institute, 1941. 



PERSONNEL RELATIONS 


[Ch.6 


190 

point systems are those of the Industrial Relations Department of the 
National Electrical Manufacturing Association, the National Metal 
Trades Association, and the Industrial Management Society of Chicago. 
Many companies have modeled their job evaluation plans on those 
systems. • 

In some companies a committee of officers principally concerned with 
job evaluation meet and discuss the various job factors which are essen- 
tial in that particular company. In one company each of the various per- 
sons responsible for job evaluation made a list of the essential factors 
and weighted them ; then a composite list of factors and weightings was 
made from these individual lists of factors and weightings. This was 
followed by discussions of the various points until the factors and their 
point values were agreed upon. The total number of points assigned to 
the evaluation seems to be somewhat arbitrary and appears to make but 
little difference in the final result within the company. When the point 
values differ, it is difficult to compare similar jobs in different companies 
by the comparison of assigned point values. 

The Industrial Relations Department of the National Electrical Manu- 
facturers Association have selected the following factors varying in 
degree in assigned point values — ^the total number of points (score) deter- 
mines the job grade; 


Table 6. Points Assigned to Factors and Key to Grades 


Factors 

1st 

Degree 

2nd 

Degree 

3rd 

Degree 

4th 

Degree 

Sth 

Degree 

Skill 






1. Education 

14 

28 

42 

56 

70 

2. Experience 

22 

44 

66 

88 

110 

3. Initiative and Ingenuity 

14 

28 

42 

56 

■ 70 

Effort 






4. Physical Demand 

10 

20 

30 

40 

SO 

5, Mental or Visual Demand. . 

5 

10 

15 

20 

25 

RESi>ONSIBILITy 






6. Equipment or Process 

5 

10 

IS 

20 

25 

7. Material or Product 

5 

10 

IS ■■ 

20 

25 

8. Safety of Others.... 

5 

10 

15 

20 

25 

9. Work of Others 

5 


15 


25 

Job Conditions 






10. Working Conditions 

10 

.20 

30 

40 

50 

11. Unavoidable Plazards 

5: 

10 

IS 

20 

, 25. , 

Total Points 





500 
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The Westinghouse Electric & Manufacturing Company gave its essen- 
tial factors in percentages and then subdivided the three main factors as 
follows, assigning the point values as given : 

Summary of Job Requirements 


L Knowledge and Training Required — 65% ' 

(A) Basic Education 0-100 

(B) Knowledge of Methods and Equipment or 

Experience 0-100 

(C) Initiative and Ingenuity or Manual Skill or Ability 0-125 
IL Specific Demands of Job — ^20% 

(A) Physical Application 0-40 

(B) Mental or Visual Application 0-40 

(C) Unusual Features 0-20 

III. Responsibilities Involved — 15% 

(A) For Equipment 0-25 

(B) For Product 0-25 

(C) For Safety of Others 0-25 

Total Points 0-500 


The Steel Workers Organizing Committee in its handbook, Produc- 
tion Problems, considered the following factors and points as exemplary : 

Maximum 

Weight Job A Job B 

5 1 5 

5 4 2 

5 0 1 

5 2 0 

2 2 0 

2 2 0 

4 1 4 

28 12 12 

The definition of each factor varies with ■ different companies and 
organizations. The General Electric Company used the following six 
characteristics and definitions : 

Relative Weights 


Characteristics High Low 

Mentality 100 “ 0 

Skill....... : 400 - 0 

Responsibility • 100 - 0 

Mental Application — 50 - 0 

Physical Application 50 - 0 

Working Conditions 100 - 0 

Base Points 400 - 0 


Physical Effort 

Personal Skill 

Flazards 

Strain 

Disagreeableness 

General Education : . . 
Special Job Instruction 
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Mentality. By Mentality is meant schooling, acquired either in a 
formal or an informal way, that an individual must have before he 
can qualify to learn the job in question. 

Skill. Skill is defined as learning time. By this is meant the total 
time spent in various assignments that is necessary before an individ- 
ual is qualified for the job in question, plus the normal amount of time 
required on the job so that he is competent to do that job in an ex- 
peditious manner. 

Responsibility, Responsibility is measured by the chance of error 
and its probable cost either in materials or machinery. 

Application. Application, either Mental or Physical, is the de- 
gree and continuity of such application performed on the job. 

Working Conditions. Working conditions refer to conditions 
surrounding a job which make it less desirable than the ordinaiy job 
from the point of view of the type of operator required. 

With these definitions as a basis, the General Electric Company selects 
key jobs having the highest and lowest ratings in each characteristic. Lists 
of some fifty key jobs have been developed. Each job is then evaluated 
on each separate characteristic by a comparison of that job to the key jobs 
in that characteristic. This is to a certain extent a combination of the 
ranking/and point systems. 

The most common method of defining job factors in the companies is 
to divide each factor into degrees from lowest to highest of that factor, 
such as the following definition for Initiative and Ingenuity under Skill 
by the National Electrical Manufacturers Association. 

Initiative AND Ingenuity 

Initiative and ingenuity relate to the job requirements of ability 
for original conception, independent action, or exercise of judgment. 

1st Degree. Requires the ability to understand and follow simple 
instructions and the use of simple machines, gauges, and fixtures, 
where no decisions are required, since the employee is told exactly 
what to do. 

2nd Degree. Requires the ability to perform general operations 
from detailed instructions and the making of minor decisions, requir- 
ing some judgment on the part of the employee. 

3rd Degree. Requires the ability to understand and plan sequence 
of operations, where standard methods of procedure are available and 
the making of general decisions by the employee, within the limita- 
tions of standard methods, 

4Tn Degree. Requires a high degree of ability to understand, plan 
course of action and perform work where only general methods of 
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procedure are available. Requires the use of individual ingenuity, 
initiative, and judgment. 

5th Degree. Requires outstanding ability to think clearly, accu- 
rately and independently on complicated work not having standard 
methods of procedure. Requires a high degree of ingenuity, initiative 
and judgment. 

Based on these definitions, the analyst judges the degree into which 
a particular job falls with respect to that factor. The point rating, hav- 
ing been already agreed upon for that degree, is thus simultaneously set. 

Another method is to prepare tables for the correlation of the degree 
of the factor required by the job and the percentage of the time that that 
factor is exercised. The United States Steel Corporation prepared a 
job evaluation manual for its subsidiary companies to use in this manner 
in evaluating their jobs. 

When the factors and their values have been decided upon, a job 
description and evaluation blank is usually prepared for describing each 
job and evaluating it. Figure 25 shows the form developed and recom- 
mended by the National Electrical Manufacturers Association. The 
National Metal Trades Association has gone one step further and pre- 
pared sample ratings on certain key jobs, such as boring mill operator, 
and added exemplary substantiating data® which facilitate more accu- 
rate decisions as to the degrees and, thereby, the points to be assigned to 
a factor of a job. The job analysts, the industrial engineer, or the rep- 
resentative from the personnel department uses such forms as these in 
describing and evaluating each job, basing his evaluation upon interviews 
with each employee, tlie foreman, and all others who may know the details 
of that particular job. Some companies establish key jobs and then com- 
pare the factors of the jobs to be rated to the factors of the key jobsy 
as in the Factor Comparison Method mentioned before. Others rate each 
job on all factors. 

After the job is evaluated according to the several factors, the total 
points for each job are determined by adding the points given for all 
factors. The jobs are then listed from the lowest to the highest by depart- 
ments, divisions, or by the company as a whole. When this has been 
done, the rate or wages paid or to be paid can be correlated with the 
point values for each job. The actual rates or wages can then be added 
on the chart to show the discrepancies which exist between the amount 
paid for the job and its evaluated worth. 

If the rate or wage is relatively lower than it should be according to 
the evaluation, the company usually takes the first means possible to bring 

® See sample in. National Metal Trades Association’s Job Rating, Chicago, 1938, p. 8. 
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JOB RATING SHEET 


JOB NAMF SCREW machiks operamr aoRsw mcHBis 

GDCRAL JOB CCSCRIPTION job attributes be 


Set up asd oparats automatic aoi 
oaehlnaat aucb aa #00, #0 and #£ 
Bi«ifn & Sharpa Single Spindle ox 
S/16‘ end 1> Aona Hultl-Splndla. 


i JOB REQUIREMENTS 

MAN WOMAN BOY SPEC ACE REQ. S 


MRS. OF WK. (IF NOT RBC) Regular 
RE(%;lREO EKPER. PREV. JOBS TIME 


OBSERVERS EVALUATION 
t ST 12 N3j3RO WTH 1 STlfOlNTS 
lDEG.bEGlDEG.lpEG. be alASGNO 


SKtUL 

EDUCATION 1 

EXPERIENCE ~ 

INiriATIVE & INGEN. 

EFFORT 

PHYSICAL DEMAND 1 
MENTAL OR VIS OEMANdI 
® • RESPONSIBILITY 

EOUPMENT OR PROCESS] 
MATERIAL OR PRODUCT 
SAFETY OF OTHERS 
on WORK OF OTHERS ~[~ 

iLa JOB CONDITIONS 

WORKING CONDITIONS IT 

SjAlI UNAVOIDABLE HAZAROSr 


DETAILED DUTIES 


Oat naoaeaanr eama, ehudca, tools, eto. from tool orlb 
aooordlng to Job lajrout. 

Z, Set up end adjust machine, 

3, Grind and ehaipan cutting toola and bladea. 

A, Operate group 2 to 6 maoblnea depending on noris reoulremeat*, 
S. Determine proper feeds and apeeds, where not eneolfled. 


; SPECIAL QUALIFICATIONS 


1. Worte from prints and Job layouts. 

2. Able to select proper cams, toola, ohuoXa, cutters, blades, 
eto., If not specified on'layout. 

3. fforic to close toleranoos using oonipUoated tool set-ups. 

4. Able select proper cutting lubricant. 

5. May direct the work of helpers. 

6. Kduoation equivalent to grammar school plus 4 year# apprentlos- 


SAFETY REGULATIONS AND HAZARDS 

Remots possibility of dasmatltls from outtlng ells and lubxloaats. 


Figure 25. Job Rating Sheet 

(National Electrical Manufacturers Association, New York.) 


the wage up to the value. I£ the employee is being paid more than the 
job is worth according to the evaluation, the usual solution is to wait, 
letting labor turnover cause a change of employees on that job, and then 
pay the reduced rate to the new employee. That employee can also be 
transferred to a higher evaluated job. The increases and decreases help 
equalize themselves. Usually it means an increase for about 40^ of the 
jobs. The revision of rates and wages in one company resulted in an 
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Figure 26. Correlation Average Hourly Earnings and Job Rating Points 
(Metal Trades Association, Job Rating, Chicago, p. II.) 



PERSONNEL RELATIONS 


[Ch.6 


196 

approximate of increase in the payroll. During 1944 the Wage 
and Salary Stabilization of the War Labor Board and Treasury Depart- 
ment usually allowed only a 2% and 3% increase because of evalua- 
tion. 

After every job has been evaluated in terms of points, a chart is some- 
times prepared beginning at the base rate for the evaluation of the low- 
est job ascending through the various jobs according to their values to 
the highest valued job, as shown in Figure 26. Such a graph can then 

PROPOSED RATES 

MAX, RATE 33 AT 32 37 1.03 1.09 1.15 1.22 1.29 



total 24 102 67 87 88 59 48 47 31 13 556 

I 11 III IV V VI VII VIU IX X 

EVALUATED 6RA0ES 

Figure 27. Comparison oi Employees’ Current Rates with Proposed Rate 
Structure 

be used in finding the rate or wage for new jobs that are subsequently 
evaluated by this point system. 

Some companies divide the points from lowest to highest into eight 
or ten grades, each having an equal number of points. The rates are 
divided into a similar number of grades, each with a range of rates — a 
minimum, midpoint, and maximum. The actual rates and the evaluation 
by grades are compared to show rates. which are being paid that are too 
low or too high according to the evaluation. Figure 27 gives such a com- 
parison of rates and evaluated grades. 
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Advantages and Disadvantages of the Two Systems 

Those in favor of the point system contend that it is difficult to agree 
upon evaluations by the ranking methods through argument and discus- 
sion; and that the ranking system is vague and has no definite basis for 
the evaluation. One industrial engineer said that he could not get his job 
evaluation committee to agree upon the values of different jobs because 
individual members of the committee placed a sort of halo over certain 
jobs and would not agree to their evaluation. The argument continued 
until they finally discarded the grading system and adopted the point 
system. Those in favor of the point system also contend that almost any- 
thing worth while is difficult ; that the point System is more definite and 
more objective than the grading system; that through proper training it 
can be understood by all those concerned ; and that it furnishes manage- 
ment with a more explicit basis for presenting job evaluations to the 
employees, individually, or collectively in a union. 

It is evident that one plan might be better adapted to one company 
whereas some other plan would be better for another company. Probably 
either type of plan can accomplish the results desired, given the right 
opportunity. 

Those in favor of the ranking system contend that it is simpler, and 
easier for the foreman, analyst, and workers to understand. They con- 
tend that the point system is too theoretical, too hard to understand, too 
mechanistic, that the jobs cannot be practically evaluated into definite 
figures as closely as the point system attempts to do. Furthermore, they 
say the point system, causes too much argument or too little agreement as 
to the resulting point values. 

It is the opinion of the author that the point system is better than the 
ranking system or the informal comparison to community rates because 
of the following advantages : 

1. It is more definite, more systematic, and more objective. 

2. It attempts to eliminate personal opinion and prejudices more 

than does either the ranking system or the informal system. 

3. It is reasonable to expect that the sum of the judgments of the 

factors or elements of a job is more correct than the judg- 
ment of the job as a whole, as has been found true in time and 
motion study where the sum of the times of the therbligs, or 
elements of a job, has been found to be better than the over- 
all time. 

4. It is easier to compare the existence of the same factors in widely 

dissimilar jobs than it is to compare those jobs as a whole. 
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5. It appears to decrease argument because agreements as to the 

value of the elements seem to be more easily reached than the 
agreements as to the rank of each job as a whole. 

6. It tends to make the judgment factor in job evaluation less per- 

sonal and more exact, because it is believed that the job analyst 
can judge each factor more impersonally and more definitely 
than he can judge the job as a whole. 

These reasons do not mean that the ranking system of job evaluation 
is valueless. It has accomplished excellent results in some companies 
and is even preferred by some unusually competent personnel directors 
of long experience. This study of the job evaluation plans in thirty-two 
companies indicates, however, a preference for the point system among 
the larger number of companies. 

Job Evaluation in the Future. — In the future the following should 
be considered for the improvement of job evaluation: 

1. More extensive use of job evaluation methods in a greater num- 

ber of companies and more industries, 

2. A greater standardization of the methods used by the different 

companies so that comparisons can be made between companies 
and between industries, 

3. The factors or elements of the job should be made more objec- 

tive in an attempt to obtain a numerical measurement, if such 
is possible, on the factors by which a job is evaluated. 

4. The factors of the job should be considered as accurately and 

minutely as the cost of the evaluation will permit. 

5. Greater participation by and cooperation with labor unions, and 

their representatives, in evaluating jobs. 

These considerations will require conferences and greater cooperation 
among companies and among employer associations, such as has been 
recently shown between the National Electrical Manufacturers Associa- 
tion and the National Metal Trades Association, toward greater stand- 
ardization of job evaluation methods, and similarly with the unions. 

The minutiae of job evaluation could be developed to the point wdiere 
the cost of an evaluation would be greater than any possible additional 
benefit that could be derived from the evaluation, but wise management 
will see that this will not happen. 

Unions, such as the United Steel Workers (formerly the Steel Work- 
ers Organizing Committee) of Pittsburgh/ have sent to their locals a 

See Production Problems, Publication 2, Pittsburgh, Steel Workers Organizing 
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description of the use of the point system for evaluating jobs. It would 
seem advisable then for the unions and management or the employers’ 
associations to cooperate, so that the methods of evaluating jobs will 
agree even before the rate is negotiated or established by collective bar- 
gaining. This should prevent many wage difficulties from occurring. 
After 1943 many of the job evaluation plans were developed jointly by 
the managements and unions. 

j It seems certain that in the future both management and employees, 

either individually or collectively, are going to demand more scientific 
methods of evaluating jobs. If scientific methods of evaluation are 
applied and the right wages are paid for each job, one of management’s 
I first needs in personnel and industrial relations will be supplied, 

I A company or a union may agree with this analysis of job evaluation 

{ plans but still be wondering what to do, whether to develop a plan in a 

I particular company or union, or adopt one of those developed by some 

other organization. It may be well for each company’s own practical per- 
j sonnel benefit to develop its own tailor-made job evaluation plan, with 

the assistance of an expert in evaluation, unless its work and products 
fit very closely the work of a trade association or another company. The 
process of going through the development of a job evaluation plan is 
almost as important as the plan after it is devised. Also, each company 
is different from the others, and a job evaluation plan may have to be 
made to fit. 

Steps in Developing a Job Evaluation Plan 
The steps in developing a job evaluation plan by the point system are: 

1. Explanation of objectives and procedures to all concerned — top 
management, union officials, foremen, and shop stewards. 

I 2. Appointment of joint evaluation committee and teams to make 

j job descriptions and evaluations. 

i 3. Develop a job measurement guide — decide upon factors, their 

weightings, degrees, and points. 

4. Obtain a job description for every job and the job requirements. 

5. Evaluate the jobs and positions. . 

6. Price the jobs— place a dollar value on the jobs. 

7. Develop the wage structure— job grades and rates, and a plan of 

wage administration. 

I 8. Administer the job evaluation plan, wage policies, and wage 

i standard practices. 
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PERSONNEL RATINGS 

To rate means to set an estimate on, to appraise, or to put a value on. 
To rate the personnel of a company is to put an estimate on the value 
of an employee or the employees. Rating appraises the employee’s rela- 
tive value in his job and in the organization. It is a judgment of how 
well he does his job. It is not a measurement, because to measure is to 
compare with a standard. Personnel qualities are not measured in accu- 
rate standard units. Cooperation, dependability, appearance, and adapta- 
bility have not been measured in standard units (i.e., in inches, bushels, 
or pounds). Even though personnel qualities cannot be accurately meas- 
ured, we do judge each other’s traits as good or bad, high or low, etc. 
Man has been judging man ever since the first two persons met, and 
business and industrial affairs have been based on human judgments even 
though those judgments could not be measured accurately in standard 
units. Those judgments have been ordinal in nature. They have been 
made relatively by comparison of one person with another or a group 
as excellent, good, fair, and poor; or high or low; or above average, 
average, or below average, etc., even though not in standard units. 

In recent decades industry and education have developed plans, pro- 
cedures, techniques, and forms by which these judgments can be recorded 
more accurately, systematically, and definitely. These practices are called 
personnel ratings, employee ratings, sci'vice ratings, merit ratings, and 
just ratings, and are accomplished by means of the use of forms called 
rating scales. Additional investigations, developments, and research are 
being and should be carried on in order to make ratings more and more 
objective and standardized as time goes on. Though ratings are not 
measurements, they have their purposes and uses in industry today. 

All men are not equal in abilities or in the capacity to make them- 
selves do the most effective job. The employer has the responsibility of 
telling the worker what is expected of him, how well he does each duty, 
and of training him to do those duties as well as he can in order to 
derive the greatest satisfaction from his work. These ideas then lead the 
employer to evaluate the employee’s qualifications in order to find out 
what strong points the employee has that can be used to greater advan- 
tage to himself and his employer, and what weak points that employee 
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has which can be corrected. This has brought about the evaluation of the 
employee’s qualifications and progress, by means of personnel ratings. 

Reasons for Rating Personnel 

The object in having a rating plan is to determine the progress of 
each employee, his status at the time of his last rating, his present value, 
and the prospects for his future development in the company. A rating 
procedure endeavors to determine the worth of an employee in his job — 
how well he does his job, his value to the company as a whole, how he 
as an individual employee is improving and can improve from the stand- 
point of his own personal development, what hiS strong and weak points 
are, and how he compares with other workers. In general, purposes of 
rating are : 

1. To determine an employee’s strong and weak points for the 

encouragement of greater use of the strong ones and the im- 
provement of the weak ones. 

2. To determine how well an employee does his work. 

3. To give a more definite and more accurate judgment of the value 

of a worker in comparison with his fellow workers for the pur- 
pose of selection, training, promotion, and layoff. 

4. To show the personal progress of an employee from one rating 

to another over a period of time. 

5. To provide a definite means of considering individual merit, not 

based upon personal prejudice and favoritism. 

6. To provide a means of judging more definitely intangible char- 

acteristics which cannot be measured in standard units. 

7. To aid the raters in judging human characteristics more accu- 

rately and analytically. 

8. To stimulate employees in self-improvement. 

9. To develop raoi*ale and employee confidence by the consideration 

of the employee based upon merit. 

10. To make personal judgments more standard, and a matter of 

record. 

The Use of Ratings 

The purposes of ratings are accomplished by use in the following 
management functions: 

1. Selection of workers. 

2. Employee development and adjustment. 
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3. Training of employees. 

4. Rating for improvement of foremen. 

5. Wage control and adjustment. 

6. Improvement of employee-employer relations and morale. 

7. Promotion of employees. 

8. Layoff of employees and determination of priority of men of 

same seniority. 

Significant is a decision of the National Labor Relations Board up- 
holding the Interlake Iron Corporation’s use of employee merit ratings 
to determine order of layoff. In this instance, the Board found no evi- 
dence that the merit rating system was being used as a means of dis- 
criminating against employees for union activity. This action in support 
of formal rating as a valid instrument for determining the relative merit 
of workers offers encouragement for acceptance of this personnel tech- 
nique. One union agreement, only recently renewed, provides for the 
rating of employees once every three months as part of the company’s 
job classification system. The ratings are then used to arrive at possible 
wage adjustments at stated intervals,^ 

In a number of the governmental bureaus, service ratings are com- 
pulsory and are established by law. With ratings used to a great extent in 
|)rivate industry and established in governmental bureaus by law, it can 
be seen that rating has become an accepted procedure of good manage- 
ment in this country. 

There are many objections and faults to ratings. But ratings can 
serve as a practical technique for the development of employees and for 
the other purposes given. They should not be used alone. The most 
effective rating system fits in as one part of the larger personnel and 
industrial relations program, which includes good personnel policies, job 
evaluation, employment procedures, training and education, and the other 
personnel functions which go to make up a good personnel program. 

Extent of Use and Description of Rating Plans 

Extent of Use of Rating Scales. — ^The extent to which rating plans 
were and are used in industrial concerns is shown by the following 
investigations. In 1934 the author ® found that 34.3% of 233 companies 
investigated maintained rating plans in their company, and that 31.8% of 
the companies rated their employees periodically. In 1936 the National 
Industrial Conference Board found that 363 companies of the 2,452 

_^/‘Strictly Personnel,” Pt’rjoutte/, May, 1943, Vol. 19, No, 6, p. 702. 

- J. E. Walters, Modern Management, New York, John WUey & Sons, 1937. 
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investigated maintained rating systems and that 38% of the 4.502,608 
employees were in those companies which used the rating system.^ 

Starr and Greenly ^ made a survey in 1938-39 of 64 companies, with 
44 replying to their suiwey, and found that about one-third of the com- 
panies replying were using merit rating plans. 

The National Industrial Conference Board found in March, 1940 
that 13.6% of 2,700 companies investigated had periodic evaluations of 
salaried employees, or 33% of the employees in those companies; and 
16% of the companies (or 33% of the employees) had periodic evalua- 
tions of hourly paid employees.'^ 


Man-to-Man Comparison Scale. — One of the first rating systems to 
1)0 used to any considerable extent was the rating scale employed during 
World War I for rating officers in the United States Army. It was 
used to determine and record the relative efficiency of individuals rated. 
This rating scale used during the war is commonly called the “man-to- 
man comparison scale” or the “Scott man-to-man rating/^ shown in 
Figure 28. It contains five divisions: physical qualities, intelligence, 
leadership, personal qualities, and general value to the service. 

In filling out each division, the rater made a list of five persons among 
his acquaintances whom he considered, in regard to that qualification, as 
highest, lowest, average, midway between high and average, and midway 
between lowest and average. He then used these five persons as stand- 
ards for comparing the individuals being rated. Numerical values were 
set for each grade. For the first item, physical qualities, the highest man 
received 1 5 points, the lowest 3, and so on. The rater estimated the abil- 
ity of the person being rated in comparison to those on his master scale 
of individuals for each quality. If he thought the person to be about 
the same in that ability as the highest in the scale, he gave him 15 points. 
If he compared with the lowest, he received 3, and so on. Finally, a 
total rating for all characteristics was made and recorded for each offi- 
cer. Distributions of the ratings of the group, or groups, were made, 
from which a comparison could be made of each officer with the group. 

This scale was considered somewhat cumbersome, and usually the 
rater did not give the proper time and thought to the making of the 
master scale. Also, the master scales for different individuals varied so 

® National Industriat Conference Board, "What Employers Are Doing for Employees," 
New York, 1936, p. 24. Also see the Conference Board’s “Plans for Rating Employees,” 
New York, Studies in Personnel Policy, No.^8, June, 1938, for information received from 
94 companies on their plans for periodic rating of employees. 

R. E. Starr and R. J. Greenly, "Merit Rating Survey Findings,” Personnel Journal, 
Vol. 17, No. 10, April, 1939, p. 378. 

° National Industrial Conference Board, "Personnel Activities in American Business," 
Hew York, Studies in Personnel Policy, No. 20. The Conference Board Management 
Record Supplement, March, 1940, p. 9. 
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1. Physical Qualities 

Physique, bearing, neatness, voice, energy, 
endurance. Consider how he impresses his 
command in these respects. 

Highest IS 

High 12 

Middle 9 

Low 6 

Lowest 3 

IL Intelligence i 

Accuracy, ease in learning; ability to grpp 
quickly "the point of view of commanding 
officer, to issue clear and intelligent orders, 
to estimate a new situation, and to arrive at 
a sensible decision in a crisis. 

Highest 15 

High 12 

Middle 9 

Low 6 

Lowest 3 

III. Leadership 

Initiative, force, self-reliance, decisiveness, 
tact, ability to inspire men and to command 
their obedience, loyalty, and cooperation. 

Highest 15 

High 12 

Middle 9 

Low 6 

Lowest 3 

IV. Personal Qualities 

Industry, dependability, loyalty; readiness 
to shoulder responsibility for his own acts ; 
freedom from conceit and selfishness; readi- 
ness and ability to cooperate. 

Highest 15 

High 12 

Middle 9 

Low 6 

Lowest 3 

V. General Value to the Service 

Professional knowledge, skill, and experi- 
ence ; success as administrator and instruc- 
tor ; ability to get results 

Highest 40 

High 32 

Middle 24 

Low 16 

Lowest 8 


Figure 28. Rating Scale Used by the United States Army During- World 
War I 

( Committee on Classification of Personnel in the Army, The Personnel Manual — 
The Personnel System of the United States Army, Vol. II, C.C.P. 400, Washing- 
ton, D. G., 1919, p. 260.) 

that the measuring stick was not uniform for different raters. In spite 
of the difficulties in the construction and use of this scale, 60 points were 
found to be about the average for any considerable body of individuals, 
and the distribution of the total ratings was found to be practically a 
normal distribution. The deviation from the normal would distinguish 
camps as rating unjustifiably high and low, as the case might be. With 
adequate instructions and care in making the comparison scales, these 
ratings were found to warrant the artiount of time involved in making the 
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ratings, to the end that those of superior efficiency were placed in posi- 
tions of greater responsibility with better results than if no rating scale 
had been used.*^ The Army rating scale was used by many companies 
after the war, and man-to-man comparisons are still used as a part of the 
i-ating systems in some of the companies today. 

After the war many companies adopted rating plans as an aid to per- 
sonnel management and varied them to fit the needs of their particular 
concerns. In addition to the man-to-man comparison scale, several other 
types of rating scales have resulted. 

Order of Merit Rating. — Another form of rating is order of merit. 
The rater ranks the individuals in a group according to the order of merit 
in each ability ; the man highest in that ability receiving the highest rank, 
and the lowest, the bottom rank. A method closely related to this is that 


Characteristics 

Excep- 

tional 

Above 

Average 

Average 

Below 

Average 

Poor 

1. Personal Qualities 






Inrhistrinns 






Open-minrlofl 






Loyal 






Tactful 






Cooperative 






Self-rnntrol 













Figure 29a. Order of Merit Scale 


of classifying the individuals into groups such as average, above average, 
or below average ; highest, high, low, and lowest average ; or first, second, 
third, fourth, and fifth fifths. After each trait the rater checks in the 
space in which he considers the person being rated stands with reference 
to his associates. A sample of this type of scale is shown in Figure 29a, 
used by the personnel department of Armour and Company in grading 
employees. 

Yes-and-No Rating Scale. — There is also a yes-and-no rating scale, 
on which definite questions are asked concerning the abilities of the per- 
son, to which the rater answ'ers yes or no, A sample would be : “Is he 
honest?” Yes.. No... This type of scale is often used where the ability 
does not have grades or degrees. For example, a man may be either loyal 
or disloyal. 

® Committee on Classification of Personnel in the Army, The Personnel Manual — The 
Personnel System of the United States Army, Vol. II,. C.C.P. 400, Washington, D. C., 
1919, pp. 252-275, 
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Some scales ha\^e a numerical, letter, or percentage basis of rating. 
For example, the scale may be from 1 the lowest, to 5 the highest, and 
jicrsons are rated 1, 2, 3, 4, or 5 from lowest to highest according to their 
ability. Scale 1 to 10 is used frequently, as well as 2, 4, 6, 8, and 10 divi- 
sions. Letters such as A, B, C, D, and E, with A as highest and E as 
lowest, are also employed. A man is sometimes judged in terms of per- 
centage, from 1% to 100%, 100% being the greatest amount of ability 
he can possess. Some companies consider 60% as the lowest passing 
mark in any alhlity on the scale. 

Linear Scale. — Other rating sheets employ a linear scale, by having a 
straight line after each trait to represent the range of the ability from 
the lowest at one end to the highest at the other. Figure 29b is a sample 
of this type of scale, used by the Detroit Edison Company. 


Personal Qu.\LmES ' 

CoiTinion sense, industry, dependability, Poor Excellent 

judgment, initiative, force, self-reliance, 
punctuality, courtesy, temperament, sense 
of humor, freedom from conceit and 
selfishness, readiness and ability to co- 
I operate, etc. 

Figure 29b. Linear Rating Scale 

Descriptive Phrase Rating Scale. — A number of scales have descrip- 
tive phrases after each trait, such as Figure 29c, used by the American 
Radiator and Standard Sanitary Corporation. 


How Does His Appearance Impress You? 

Creates fine impression 

Appearance satisfactory 

Makes poor appearance 


Figure 29c. Descriptive Phrase Rating Scale 

Comparative Rating Scale. — Other phrases used are comparative, 
such as perfect, excellent, good, fair, poor, and deficient. Combinations of 
phrases and numerical ratings have often been used, as the scale used by 
Lord and Taylor (Figure 29d). 

Probst Rating Form. — J. B. Probst devised a rating form composed 
of seventy-five actions or behavior characteristics which have been con- 

J. B. Probst, '‘Service Ratings,” Chicago, Bureau of Public Personnel Administra- 
tion, etc.. Technical Bulletin No. 4, 1931, pp. 24-25, 
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If in your opinion the execu- 
tive should be rated: 

Perfect mark 10 

Excellent ” 8 

Good ” 6 

Fair ” 4 

Poor ” 2 

Deficient ” 0 

Health 

Initiative 

Industry 

Loyalty 

Co-operation 

Responsibility 

Vision 

bfi 

•TJ 

Courage 

Understanding 

Total 













{Names here) 













{Reverse side) 


1. Health In rating for Health, consider regularity of attendance, attitude 

toward work, and general physical condition. 

2. Initiative In rating for Initiative, consider resourcefulness, and ability to 

work without continual direction. 

3. Industry In rating for Industry, consider constancy of application to work. 

(Etc.) 


Figure 29d. Comparative Rating Scale 


sidered definite enough to be understood generally by the raters. Raters 
do not designate the degree of possession in the person being rated, but 
check only those items of actions and behavior which the raters know. 

The Probst system endeavored to eliminate the usual defects in rating, 
such as the “halo’’ efifect, the adjustments of ratings for high and low 
ratings, etc. It tried to make ratings more objective, and has done much 
to improve ratings especially in governmental, state, and municipal 
agencies. 

Report on Employee’s Service.— Ordway and Laffan ® made a study 
of various types of scales in use in 1935 and especially those used in the 
New York City Civil Service over a period of some thirty-five years. 
They found many objections to the various rating systems in use in and 
out of the Civil Service. In order to make the rating more objective, they 
developed the report on employee’s service (Figure 30). This form at- 
tempts to obtain ratings based on objective actions and accomplishments, 
definite evidence, factual acts, and results rather than on the judgments 
of subjective characteristics, hearsay, guesses, and judgments based on 
personal opinion. They have found this rating form more effective in the 
New York City Civil Service Commission than the older rating scales. 

® S. H. Ordway, Jr. and J. C. Laffan, “Approaches to the Measurement and Reward 
of Effective Woi'k of Individual Government Employees,” Supplement to the National 
Municipal Review, October, 1935, Vol. XXIV, No. 10, National Municipal League, New 
York. . , " 
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Governmental Rating Plans 

Rating scales have followed the developments as described in the 
sketch of the historical background until today companies and govern- 
mental agencies have variations of one or many forms of these rating 
scales and systems with new features. 

President Roosevelt recommended in the spring of 1939 that every 
state be required, as a condition for the receipt of federal funds, to main- 
tain a merit system for the selection of personnel. This emphasized the 
importance of ratings in the governmental service. Section 9 of the Clas- 
sification Act of 1923 granted the original authority for rating employees 
on the basis of efficiency. These efficiency ratings are maintained in de- 
partments under the United States Civil Service Commission regulations. 
Also, other departments can adopt efficiency rating system if they desire, 
William C. Hull, the Executive Assistant of the United States Civil 
Service Commission, describes the efficiency rating system in the federal 
service as follows : 

The standard procedure for rating efficiency now in effect in the 
Federal departmental service is here briefly outlined. Once a year the 
departments and independent establishments subject to the provisions 
of the Classification Act of 1923, as amended, prepare efficiency rat- 
ings for the employees under their jurisdiction coming within the 
scope of the Act. Instructions for the preparation of the ratings are 
contained in the enclosed Departmental Circular No. 133, and the 
forms 3200 and 3201 [Figure 31], are the graphic rating scales used 
in arriving at the final ratings for individual employees. After the 
steps outlined in the circular have been completed, the final report is 
submitted to the Commission on Form 6B which is kept on file in the 
Commis.sion. No action is required as a result of this report unless a 
demotion or dismissal on account of inefficiency is involved. In such 
cases, the ratings must be investigated to ascertain that all the regula- 
tions have been complied with, the proper factors considered, and 
there are no mechanical errors. The Commission, however, may not 
review the merits of the rating nor. substitute its judgment for that of 
the rating officer. 

The efficiency ratings received determine whether an employee may 
be (a) eligible for promotion to the maximum of his grade if his effi- 
ciency rating is Excellent or Very good, (b) continued at his existing 
rate of pay if it is Good, (c) demoted one salary step if his rating is 
Fair, and he is receiving compensation above the middle rate of his 
grade, and (d) dismissed or reassigned to lower grade work, if such 
a position is available, if his rating is Unsatisfactory. Removals may 
also be required on account of reduction of force due to diminution of 
work or decrease in appropriations. The "separation ratings” given 
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FORM lOS 


CIVIL SERVICE COMMISSION 
City of New York 

REPORT ON EMPLOYEE’S SERVICE 


O 


R 


RATING 


INSERT TWO carbons FOR TRIPLICATE ENTRY. PLEASE TYPEWRITE. 


Employee’s last name, first name, middle initial Title and Grade Salary 


Department Division Bureau 

PARTI: Place a cross (X) on the line after each one of the ten characteristics which 
fairly describes the work or conduct of this employee. 


All Erasures Must Be Initialed 


Did not cooperate Often late or absent., 

Inspired others Resourceful 

Slow in work Tactful 

Learned quickly Unprogressive . 

Work careless Cooperative 

PART II: If for this period, in addition to the characteristics^ checked above, you can 
substantiate with factual evidence any of the conclusions listed below for this 
employee ; 

Place a cross (X) after each applicable conclusion, and specify on the reverse 
side facts in support of the conclusions checked. 

If you cannot present such factual evidence, skip PARTS II & III, and 
proceed to PART IV. 


CONCLUSIONS 


2 . 


. 10 . 

. 21 . 



- 1. Constructive criticism or proposal resulted in major change in 

organization or practice. 

. 9. Constructive proposal resulted in useful minor change in organi- 

zation or practice. 

I- L Repeatedly helped solve specified new problems effectively. 
20. Displayed unusual initiative. 

Neglected duty, or performed act, resulting in in jury ^ to person, property or 
service. 

Acted carelessly or with misjudgment, resulting in detriment to service. 
Showed poor judgment. 

. 3. Accomplished demonstrably unusual quantity and quality of work. 

II- Accomplished demonstrably unusual quantity or quality of work. 

■ ■ - 13. Performed hours necessary productive specified overtime 

without added compensation or time off. (Specify hours here, and 
details on reverse side.) 

24. Unusual dependability evidenced. 

Accomplished demonstrably inadequate quantity and quality of work. 
Accomplished demonstrably inadequate quantity or quality of work. 

S. Insubordmatioji or use of liquor resulted in detriment to depart- 
mental discipline. 

- , Id. Temperament or disobedience or violation of rules resulted in 

detriment to service. 

2 .1. Violated departmental rules, _2S. Trouble maker. 

Performed heroic act above and beyond call of duty at risk of life and limb. 
Performed heroic act above and beyond call of duty. 

____ 7, Performed act or service of wnisual value beyond responsibility 
of position without additional compensation, within title, or in 
an emergency beyond title, 

17- Performed work of higher or additional responsibility, in addition 
to own routine without additional compensation, within title, or 
in an emergency, beyond title. 

2 2. Utilized unusual expfcrience. 

Unexcused absence or lateness resulted in detriment to service or property. 
Lateness or absence impaired usefulness. 


Figure 30 . Report on Employee’s Service 

On the reverse side of this form is space for giving : what the employee did to support 
the conclusions in Part II ; confirmation that the employee worked without interruption ; 
and a recommendation of approval of the evidence. 
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employees in determining the order in which they shall be selected for 
dismissal on account of reduction of force are arrived at by adding to 
the last efficiency rating received at the regular rating period, a numer- 
ical credit for length of service and, in case the department desires, a 
limited credit for dependents. Persons entitled to military preference, 
whose efficiency ratings are Good, are placed at the top of the separa- 
tion list* 

Efficiency rating systems of this nature are in force in governmental 
bureaus, such as the Social Security Board, the Farm Credit Administra- 
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Figure 31b. Reverse Side of Service Rating Form — ^U. S. Civil 
Service Commission 


tion, the United States Housing Authority, and the Home Owners’ Loan 
Corporation. A brief description of the service rating in the H.O.L.C. 
follows as an example of the ratings performed in governmental bureaus. 

Service Rating in the Home Owners’ Loan Corporation.® — The 
I-Iome Owners’ Loan Corporation has established a service rating for 


. /’ Summarized from Service Rating Manual for Home Office, Personnel Department, 

Qassification Division, January 1, 1937. 
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use in fair and intelligent promotions, equitable salary administration, 
determining layoffs, training programs, improving performance, providing 
incentive for closer observation and supervision of employees by super- 
vision, etc. The ratings are made by the employee’s immediate supervisor, 
usually the section head, and reviewed by the executive next in line. After 
there has been a general review of all ratings by the department head, the 
ratings from all departments and agencies under the Federal Home Loan 
Bank Board go to a central rating review committee for final considera- 
tion. This committee tonsists of : (a) the Director of Personnel or his 
alternate, (b) a representative of the Board, (c) a representative of the 
Management of the PLO.L.G., (d) a representative of the Budget Office, 
and (e) the representative of the General Counsel. 

These ratings are made every six months, on May 15 and November 
15. The normal distribution of the ratings is usually as follows : 


Excellent 6% 

Very Good 24% 

Good 40% 

Fair 24% 

Unsatisfactory 6% 


Of course, these percentages merely represent a marked general tendency 
and do not hold true in all cases. They do, however, serve as a guide t© 
those making the ratings. The special instructions to rating officers fol- 
low : 

1. Before doing any rating, read carefully the instructions on the 
back of the service rating form and instructions included herein. 

2. If you have any questions about the method of rating, be sure to 
have it answered before you make your ratings. 

3. Rate your employees by groups according to their grades and 
the class or type of work performed. Take one group at a time. 

4. Base your judgments on the employee’s observed work, not on 
his potential abilities. 

5. Each rating should be determined after considering the em- 
ployee’s work during the entire rating period. Guard against the error 
of basing your judgments entii*ely on the employee’s work immediately 
preceding the rating period rather than on his long-run performance, 
or on isolated actions that are not typical of the employee’s work. 

6 . Try to free your rating on any one factor from the influence of 
other phases of the employee’s performance. For example, an em- 
ployee might deserve a very good rating on "Quality of Performance” 
but be unsatisfactory on "Productiveness.” 

7. Guard against the natural tendency to rate employees too high. 
Extremes of ability are rare. Most "people are near the average and 
relatively few have the higher or lower degrees of ability. Familiarize 
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yourself with section X of this Manual, relating to the “Probable 
Distribution of Ratings.” 

8. Do not allow unsatisfactory deportment to influence your ratings 
except as it may affect the employee’s performance on the job. This 
item should be considered separately and be commented upon in the 
appropriate place on the form. 

9. When several employees of the same grade and job-title are 
being rated at one time, it will help greatly if you first rank them on 
each separate factor on the rating form, before assigning numerical 
ratings. 

10. Turn the completed rating forms over to the reviewing officer 
on or before the due date. 

The ratings are reviewed by regional committees to assure a reasonable 
uniformity of standards, and tables and graphs are drawn up showing 
the distribution of ratings for each department and office. When the 
ratings have Ijeen approved by the central rating review committee, the 
results are recorded on a cumulative record on each personnel folder. 
Each emplo}’ee is notified by letter how he came out on the rating — 
excellent, very good, good, fair, or unsatisfactory. The value of the rating 
is further enhanced wlien the supervisor discusses the results with the 
employee and offers suggestions on how he can develop himself and im- 
prove his work so he can assume greater responsibility when the oppor- 
tunity occurs. On this discussion of the ratings by the supervisor and 
the employee, the central rating review committee makes this comment : 

Much of the value of service ratings is lost unless the employee is 
informed of his shortcomings and counseled as to ways and means of 
making desired improvements. With service ratings constituting one 
of the basic factors in determining the order of layoff's, it is highly 
important that each employee know what his rating is, understand the 
points upon which he has been rated, and know the reasoning behind 
the rating assigned to him.^*’ 

Industrial Rating Plans 

In order to explain rating in industry, the plans of the Westinghouse 
Electric & iManufacturing Company, the Armstrong Cork Company, and 
the Interlake Iron Company will be described briefly. 

Westinghouse Electric & Manufacturing Company.^^ — The West- 
inghouse Electric & Manufacturing Company considers that the per- 
formance ratings of employees answer the question “How well do em- 

Home Owners’ Loan Corporation Memorandum, Service Rating Notices to Em- 
ployees, Central Ratmg Review Committee, May I, 1939. 

Digest from the We.stinghouse Electric & Manufacturinj; Company, “Performance 
Rating of Employees,” Industrial Relations Manual, Part 7, Section 1, July 1. 1937- 
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ployees do their jobs?” Their job analysis procedure determines what 
an employee does in his job, and the performance rating shows how well 
he does it. 

After an examination of the various rating methods and the division of 
the rating scale into qualities, the executives of the Westinghouse Com- 
pany concluded that it was impossible to break the individual employee 
down into component attributes, and that it is of little value to speculate on 
abstract qualities because of endless arguments and discussion, which in 
their opinion would not be conclusive. They endeavor to treat the man as 
a whole, and measure the usefulness of his acts. They think of every man 
in terms of “his usefulness; of his reactions; of his performance; how 
he responds ; the results he achieves ; the confidence he engenders ; the 
place he fills.” This company groups their positions in seven classifica- 
tions : unskilled, skilled, interpretative, creative, executive, administrative, 
and policy-making. They have determined what action is useful and ex- 
pected in the fulfillment of each of the several group levels, and have 
devised in the form of questions the actions at those different levels. This 
scale forms the basis of the ratings for each of the seven positions. The 
questions for a group are those contained in the brace for that group. 
Though the questions in the groups overlap slightly, they bring to the 
mind of the rater what the employee in each group does, 

Rating instructions and blanks are prepared for each group, as shown 
in the following example for Group I, Unskilled Positions. 


The employes whose names appear on the opposite page all occupy 
positions that are similar or sufficiently so to fall in the same general 
group. . 

Certain action and performance that are recognized as expected 
and of merit in positions in this group are suggested by the follow- 
ing questions. These questions need not be regarded as an exclusive 
rating scale; the addition of other performance measures suggested by 
your own experience and knowledge of the work these employes are 
called upon to do is desired, and space is provided for them. 

Is he on hand when needed ? 

Does he understand instructions and retain them? 

Does he do his work with accuracy and dependability ? 


Your method of scoring may conform to your own best practice. 
One way you may find effective is to go down the list of questions 
asking yourself each with respect to him you are rating. On a scratch, 
pad make a if there is nothing very positive to say, or if the ques- 
tion does not apply; make a “~f ” if high; and a “ — low.. No effort 
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need be made to mechanically total these symbols — simply use them as 
a part of your judg-ment-forming process. . . . Then number the per- 
sons you are rating in the order of performance — the outstanding man 
within the group is given a one (1) ; the next, a two (2) ; etc., to the 
weakest or least mature in relation to the demands of the position. 

Appropriate remarks may be recorded. It goes without saying that 
the results should express an impartial and accurate estimate. Anony- 
mous comment such as “I have heard it said . . .” or “Those who 
know him best . . .” destro}'^ the value of the score. Reasons for low 
scores are desirable. Preferably copies of the scores should not be 
made, but if they are, they should be personally retained by the scorer 
for his own further reference. 

Score sheets should be dated and initialed, and may contain nota- 
tion of any who have been consulted, and if based on direct observa- 
tion or report. 

These instructions are sent out by the Wage and Salary Administra- 
tion Committee, composed of the executive vice president, the vice presi- 
dent and controller, and the vice president in charge of industrial rela- 
tions. The blank contains the names of the employees in each group and 
is sent to the supervisor concerned for rating in accordance with the in- 
structions. When the ratings are completed, they are sent to the chair- 
man of the Wage and Salary Administration Committee under personal 
and confidential cover, and are used by this committee for wage and 
salary adjustment. 


POSITION 

NAME 

RATING 

REMARKS 


(Alphabetical) 





_ □ 




_ CD 




_ □ 




_ [!□ 




_ CD 




_ □ 




_ CZ] 




_ CD 




__ CZI 




„ □ 




_ □ 


_ 


_ □ 


niTF 


INITIALS 





Figure 32. Rating Instructions and Blank for Grou]) 
I, Unskilled Positions — Westinghouse Electric & 
Manufacturing Company 
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HOW I CAN HELP HIM TO BE MORE EFFECTIVE ON HIS PRESENT JOB: 

Hs should be given odditional instruchon on ■■ - . - ' — ' — 

He should bo given eddltional oaporisnce on such fobs as 

Ho should study such subjects as 

Ho should chotigs his attitude as follows: 

There is nothing more that 1 con do for him becauso...of ...a..tjeaej:aX--.fef-tSi®IF.5L.iIL_itS..psX§fln 


Rsmarhs:B?XamJ„sci4ing.J;p_t6rmitatfi 
family and financial obligation, 

.M.R.,.emplDy3aent,— thfi-wri-tsauxaci 

leniency be considered. 

MUI i- 

a 

CAPACITY AND AMBITIOH 

FOR PUTURS GROWTH: 



1 

1 1 

1 1 

i eat 

1 


CoM^fiareil 




Pepiej-fcn _ 


GENERAL REMARKS: 

In reTiettlng his past sorvicos from availabie records and through the solicitation 
of various foreman's impressiono for whom heworbed during the past five years, tne writer 
learned that for the first two or three years of his eBiploynent, the guality of bis work 
Was commendable. 

In an endeavor to deterniine the reasons for his decline in oompetancy, the writer 
learned in an interview with Mr. Smith that he is experiencing economic and domestic 
difficulties, be stated that he has incurred deferred payment obligations to the extent 
of not being able to meet them to the satisfaction of his creditors. Othar mental dis- 
turbing factors relative to a breach in matrimonial fidelity was also disclosed. 


at shown fo the ernployae on .6-24.r„. 

at not thown to the employee becaute^ — 
as discutsed with the employee on. 


Favorable to all the comments except the 'second paragraph under the 
heading "Cooperation" which charges him as having cursed a fellow 
worker. Mr. Smith claims that he cannot recall the incident. Mr. Doe 
his immediate superior, testified to his infrequent use of profanity 
end is inclined to discount the accusation. 


.,_Date_.5/5Z-... 

.,..0ate_6/£6/=_ 


Figure 33b. Review of Service Form — ^Armstrong Cork Company- 
(Continued) 
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Armstrong Cork Company.- — ^The Armstrong Cork Company's re- 
viezv of service has the definite purposes of rating employees in order to 
increase their effectiveness and suggest to them programs of self-im- 
provement, to improve employee morale and good will, as well as to 
provide a basis for future promotions, transfers, raises, or demotions. 
The immediate goals,, however, are continued satisfactory performance 
and improved morale. 

The reviewing is done by foremen who have been instructed in plant 
conferences on the best procedures to follow in filling in the form 
(Figure 33a-b). According to these procedures, the foreman bases his 
conclusions upon the results of the employee’s efforts during the entire 
period under consideration, rather than being influenced by single out- 
standing incidents. It is recognized that each person has his good points 
and his weak points. Therefore, each quality is considered separately with 
special care not to permit one outstandingly good or bad quality to color 
the foreman’s judgment of the remaining qualities. The foreman strives 
for consistency of judgment, not only in rating each quality of an em- 
ployee, but also in rating a number of people according to the same 
standards. 

After rating the various qualities, the employee’s strong and weak 
points are listed. The supervisor records what he believes to be the em- 
ployee’s capacity for future growth. A low rating on this does not 
necessarily mean that the man is unsatisfactory in his present work. It 
indicates his capacity for future growth. It may be that he has not yet 
had an opportunity on his present job to make his potentialities evident. 

The “review of service” form is discussed confidentially in an inter- 
view between the employee and the foreman who rates him. The foreman 
makes this a successful interview by putting the employee at ease so that 
he will have confidence in the reviewer and will be frank and cooperative. 
The foreman is prepared to discuss the review in such a manner as to be 
of most value to the employee by suggesting plans for self-improvement 
such as education, experience, instruction, etc. The employee is encour- 
aged to offer suggestions on how he can better the work he is doing. The 
foreman steers the discussion in order to achieve the following aims : 

1. To let the employee know just what is expected of him. 

2. To keep him informed on whether or not his work is satisfactory. 

3. To improve the personal relations between the foreman and the 

employee, 

4. To give the employee an opportunity to express his point of view. 

5. To insure fair treatment in time of layoff, discharge, or promo- 

y ..tion:'' '...7: 
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6. To provide a written record of past performance. 

7. To lead to self-analysis by the employee. 

8. To lead to self-improvement. 

9. To give employee credit for good points. 

The interview is concluded by discussing some other matter of mutual 
interest. For example, the employee might wish to know something about 
group insurance or retirement insurance or some other company policy, 
and his foreman can take this opportunity to explain it to him. A poorly 
prepared interview can do more harm than good, but a carefully pre- 
pared interview will do much to achieve the aims of the review of service 
program. 

Because of the success of reviewing hourly rated employees, a similar 
form was devised for supervisors. The qualities to be rated fell into two 
categories — performance factors and personal characteristics. These 
were discussed and determined in a plant conference, with care being 
taken that the qualities selected could be measured at least to some extent. 

It was decided that the supervisors would be reviewed annually by 
their two immediate superiors. This review would then be discussed by 
the supervisor and one or both of his superiors, with the aim of assisting 
the supervisor to find a program of self-improvement that would make 
him more effective in his work and would give him more personal satis- 
faction. 

The “1. 1.” Corporation. — Management members of the LI. Corpo- 
ration have rated men informally for years and have known the charac- 
teristics which should enter into a rating. However, in 1937 it was de- 
cided to make this rating more definite and accurate and to put judgments 
in writing, as a matter of record. The purposes of the rating system in 
this corporation were to improve employees in their work and to provide 
a more definite means of promotion and layoff. 

After an examination of the systems used in similar companies and of 
the writings on ratings, the plant manager began to develop a rating sys- 
tem for one plant of this corporation. He called a number of meetings 
with the superintendents, assistant superintendents, the personnel man- 
ager, and the assistant auditor, and explained that it was management’s 
desire to develop a rating system for the plant in order to improve the 
personnel, to have a written record of the abilities of the men, and to 
form a basis for layoff if such had to be. made. At the first meeting, they 
discussed the various characteristics and factors by which an employee 
should be judged. They agreed that two subjects should form the total 
rating of an employee— the rating of his characteristics, and the rating 
for length of service. They discussed at length the various characteristics 
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by which they were in the habit of judging men. They decided that if 
they could grade the employees on the most essential characteristics, the 
sum of these ratings would be the individual’s personnel rating of his 
characteristics. The first characteristic discussed was that of skill, which 
was considered important. Other characteristics they considered essential 
were discussed, until they agreed that the following traits were the most 
essential : 


1. Supervision required. 

2. Cooperation. 

3. Skill (quality of work). 

4. Dependability. 


5. Safety (cooperation and attitude) , 

6. Industry. 

7. Adaptability. 

8. Deportment. 


As the superintendents and foremen were accustomed to thinking of 
men as excellent, good, fair, and poor, they decided upon the following 
scale of values for each characteristic : 

E (Excellent) equals 5 points 

G (Good) equals 4 points 

F (Fair) equals 3 points 

P (Poor) equals 2 points 


After deciding upon the characteristics and the values which were to 
form the scale of ratings, they prepared an explanation of just what E 
(Excellent — 5) and all of the other grades meant for each characteristic. 
The explanations of each grade after each characteristic were prepared in 
the form of the explanation of rating groups (Figure 34) . From this a rat- 
ing blank was prepared (Figure 35) . This provided for the check number 
and name of each employee in a department, with a number of columns 
containing the names of the eight characteristics to be rated, the total, the 
group number, promotion possibilities, and the occupation and depart- 
ment. After the blanks were prepared, a number of meetings were held 
and, with the use of lantern slides of the various forms and sample cases, 
the plant manager explained just how the ratings were to be made. He 
emphasized that groups of men were to be rated on one characteristic at 
a time, i.e,, all of the men in a group would be rated on supervision before 
the next characteristic was taken up, and-the grading of all men on the 
characteristics already rated would be covered up before the next charac- 
teristic was considered. After careful explanations and instructions on 
how to rate, the check numbers and names of the employees in each de- 
partment were placed upon the rating blank. 

Each foreman rated his men in accordance with the explanation and 
instructions on how to rate and what each grade in each characteristic 
meant After each foreman rated each person in hi.s department, a con- 
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“E”— 5 
Excellent 

“G”— 4 

Good 

“F”— 3 

Fair 

Poor"” 

Supervision 

Once understand- 
ing his work, con- 
ducts it without 
supervision. Di- 
rects his own job. 
Only asks ques- 
tions necessary to 
understand his 
work. 

Requires occasion- 
al supervision. 
Necessary to re- 
peat orders infre- 
quently. Could im- 
prove. 

Work must be su- 
pervised. Orders 
must be repeated. 
Asks unnecessary 
questions. 

Requires constant 
supervision. 

Cooperation 

Understands and 
follows the rules 
of team play. Of- 
fers helpful sug- 
gestions. Goes 
more than half 
way. Volunteers. 

Cooperates on the 
jobs he likes. 
Plays hard if he 
can carry the ball. 
Keeps up his end. 

Shirks the hard 
and unpleasant 
task. Has to be 
drafted. Must be 
told to take care 
of his half. 

Is inclined to 
hang back. 

Skill 

(Quality of work) 

Consistently does 
an excellent job 
without waste of 
time, effort, or 
material. 

Does excellent 
work within his 
capacity. Given 
enough time will 
do a good job. 

Does good work 
most of the time. 
Could improve. 

Does indifferent 
work. 

l)ufKND.\BILITy 

The man you are 
always sure of. 
Will accept re- 
sponsibility volun- 
tarily. 

Generally sure of 
this man. Accepts 
responsibility, but 
not voluntarily. 

Hedges at times. 
Gets by, but has 
alibis. 

Is not dependable. 

Sai'istv 

((’oiiperation, at- 
tiude, interest) 

Understands the 
real value of prac- 
tical safety. Ac- 
tive in safety 
work. Offers safe- 
ty suggestions. 
Practices the safe- 
ty we preach. 

Follows plant 
safety rules. Care- 
ful in his own 
work. Will follow 
safe practices. 

Not particularly 
interested in safe- 
ty. Has to be re- 
minded of safe 
practices. Would 
be cureless if not 
watched. 

Would rather take 
a chance. 

Indl’stky 

Alway.s busy at 
productive^ work. 
Strives to improve 
himself and his 
job. Will see what 
to do next. 

Does a good day’s 
work. Could im- 
prove. 

Indifferent toward 
job. Works when 
watched. Never 
seeks new tasks. 

Lazy. Shirks 
work. 

AnAPTABILITY 

Meets changed 
conditions quickly 
and voluntarily. 
Versatile, Physi- 
cally and mental- 
ly keen. 

Catches on quick- 
ly. Needs very lit- 
tle coaching. 
Bright. 

Can do other 
work, but limits 
himself. 

Limited to one 
job only. 

Deportment 

His conduct re- 
flects credit to 
himself, his as.so- 
ciates and his job. 

Conduct generally 
good. 

His conduct falls 
short of what is 
reasonably ex- 
pected. 

Undesirable as an 
associate or em- 
ployee. 


Figure 34. Explanation of Rating Groups^ “I. I,” Corporation 
(June 15, 1937) 


ference was held among the foreman, or foremen, the superintendent, 
assistant superintendent, and all others who supervised the men in the 
departments concerned. At this conference an agreement upon ratings 
for each trait for each employee was reached. If two members of the 
group did not agree upon the rating of a certain characteristic for a cer- 
tain employee, a discussion followed until they did agree upon the rating. 
Witli an agreement, the ratings were sent to the personnel department 
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DATE 




Legend 

E ■ Excellent 

G • Good 

F-Fair 

P - Poor 


CHECK NO. 



1 

g 

1 



1 

1 

1 

DEPORTMENT 

< 


g 

PROMOTION 

POSSIBILITY 

OCCUPATION 

DEPT. 

1 


















2 











J 










— J 

□ 
















- 









[28 













■ 





1 29 1 

t 








n 



n 






TOTAL 


-J 








J 







AVERAGE 











APPROVED FOREMAN 

APPROVED DEPARTMENT SUPERVISOR 


P'ig'ure 35. Rating Blank — “I. I,” Corporation 


and transferred to the employee’s personal record. The plant manager 
did not see the ratings. 

Along with the development of the rating scale, the foremen, super- 
intendents, and plant manager recognized that length of service should be 
a factor in considering an employee’s value to the company and that 
“seniority credit should be based on the idea that a credit should be given 
tending to offset the possible, ‘slowing up’ of a man who has aged with 
the company and, also, to reward continuous service.” 

The service factors agreed upon then were as follows ; 


Service of 

0 to 5 years .No points 

5 to 8 years 1 point 

8 to 1 1 years 2 points 

11 to 13 years ... 3 points 

13 to 15 years. 4 points 

15 to 17 years. . . ....... ...... 5 points 

17 to 19 years. 6 points 

19 to 20 years. . . ... 7 points 

20 years and over 8 points 


An employee’s service factor was calculated and added to the total rating 
of his characteristics. The sum of the service factor and the total of the 
characteristics made a composite total for each man. A comparison of the 
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complete a fair appraisal for him ? 
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composite total of each individual with the others in his group was made, 
and each employee’s position in his group was written on his personnel 
record in the appropriate column. If he was first out of six, It was added 
as 1/6. If he were sixth out of twenty, 6/20 would he placed on his 
record. If a layoff were necessary, the lowest persons in the group were 
to be laid off first, according to the composite totals. 

In addition, abnormal reports were made for each employee who did 
anything outstanding, good or bad, and placed on the employee’s per- 
sonnel record to use for the improvement of personnel, promotions, and 
layoffs. 


Samples of Other Companies’ Rating Scales. — In order to exem- 
plify more fully the rating scales used in industry, Figures 36, 37, 38, 
and 39 present the rating scales and reports of f our companies. 

Ratings are no panacea, no cure-all. They have their objections and 
difficulties as well as their values. If more research were done on ratings, 
perhaps even as much as on technical problems, better rating and better 
personnel and industrial relations would result. More investigations are 
needed in this field to determine the reliability and validity of these pro- 
cedures. 

The author believes that definite or formal rating of employees is a 
valuable function of the management, especially the management of per- 
sonnel relations. It is more valuable than the informal rating which the 
foreman makes from time to time. Although the purposes, uses, and 
present methods of rating plans have been emphasized, that emphasis does 
not mean that there are not many objections and many difficulties with 
reference to ratings and rating scales. Some of these objections are : 

1 . That the terms used in rating scales are indefinite and not clear. 

The names of different traits and terms do not mean the same 
thing to different people — for example, one person’s “average” 
may be “good” to somebody else. 

2. That a number of raters of one person may not agree. The person 

is the same, and therefore if the ratings are true measures, 
they should correlate highly. 

3. That training is required for good ratings and that industrial 

companies do not have enough time to spend training raters. 

4. T'hat some persons are more reliable raters than others. In other 

words, some people have better judgment than others and can 
do a better job of rating. 

5. That raters often overestimate bad qualities and underestimate 

good qualities ; in other words, that ratings are not true meas- 
ures. 
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Figure 38b. Employee Rating Report 

This side of tlie employee rating report affords the foreman plenty of room to make 
general comments- 
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Figure 39, Progress Questionnaire 
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6. That raters are generous by nature and tend to forgive human 

failings. 

7. That there is often a ‘dialo” effect in rating, that is, the general 

impression of a person will cause the rater to rate high or low 
on individual traits or items according to the rater’s general 
impression of that person. 

8. That ratings are a lot of bother and that they take more time than 

the people who are not sold on them think that they are worth. 

In spite of these objections, ratings can accomplish the good practical 
purposes mentioned at the beginning of the discussion on ratings. Let it 
be emphasized again that many of the objections can be overcome if as 
much research were put on ratings as has been devoted to intelligence 
testing. Many of these objections can be eliminated by the proper develop- 
ment, testing, and research on rating scales to make them reliable and 
valid. 


Development of a Rating Program 

In order to start a rating program, one company may adopt the plan 
used in another company or one developed by a trade association, such as 
the National Metal Trade Association. The best practice seems to be for 
a company to develop its own rating plan, adapted to the needs of that 
particular company. 

Developing a Rating Scale. — The steps suggested for the develop- 
ment of a rating plan are as follows : 

1. Write a clear statement of the purposes and uses to be made of 

ratings in the company, such as to rate employees for promo- 
tion, to serve as an aid in wage adjustment, layoff, individual 
employee improvement, foreman training, etc. 

2. Study the rating plans developed and used in other companies and 

organizations in the past and those now in use in order to pre- 
vent the difficulties which occurred in setting up the rating 
plans in those companies from recurring and to learn what seem 
to be the best rating practices. ' 

3. Develop a rating scale. There has been much discussion about the 

different types of scales, but it seems to the author after study- 
ing and discussing the rating plans of a number of companies 
and governmental bureaus that the process of developing the 
scale by those who are to do the rating is an important manage-’ 
ment procedure for the best results to be accomplished by the 
ratings in a company. This process of developing the scale 
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causes the rater to have more interest in the scale and 
usually makes him feel that the scale which is finally developed 
is part his. He will rate more conscientiously on such a scale 
than he will on a scale which is arbitrarily made and installed 
by the management. This process of developing the scale is 
also a plan of educating the raters to be more accurate in their 
analysis of employees. 

Developing a Graphic Rating Scale. — If a company desires a graphic 
rating scale, the following procedure is suggested for the development of 
the scale : 

1. Obtain from the group (or a representative number of the group 

who are to do the rating) the traits which they consider essen- 
tial to high performance in that company and the objective 
actions by which they judge those traits. 

2. Tabulate the traits and select the first five to eight traits considered 

the most essential by the group. 

3. Tabulate the objective actions given under each trait chosen, and 

select those most desired and most frequently given by ,the 
group. 

4. Weight or evaluate the traits selected and give and rate descrip- 

tive phrases after each trait and then select the descriptive 
phrases to be used, 

5. Devise a graphic rating scale from the most desired traits and the 

objective actions, the weightings of the different traits, and 
the most appropriate phrases for each. 

6. Prepare adequate instructions for the use of the rating scale. 

7. Try out a sufficient number of the developed scales for investiga- 

tion and revision of the scale. 

8. Test the rating scale for reliability and validity. The sums of the 

ratings on the odd and even items should correlate highly. 
Group ratings and rankings on each trait and on the total of 
all personal traits should correlate highly. The ratings and re- 
ratings after a short period of time should correlate highly. 
The distribution of ratings should be normal. Different indi- 
vidual raters should agree closely on the same individual. For 
validity, ratings should correlate highly with definite objective 
criteria of a similar nature, such as industriousness with the 
number of pieces produced, and the total rating with increases 
or percentage of increases in pay over a period of time. ' 

9. Use the ratings for the purpose intended. ‘ 
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Developing a Rating Scale of Objective Actions or Behaviors. — 
If a rating scale of objective actions or behavior is desired instead of the 
graphic rating scale, the following procedure is suggested : 

1. Obtain from the group (or a representative number of the group 

who are to do the ratings) the definite actions and observed 
conduct which they judge as the most essential for high per- 
formance in the company or department concerned. 

2. Tabulate these types of actions and conduct considered most es- 

sential, and select the most desired ones. 

3. Devise a rating scale made up of these objective actions and defi- 

nite conducts. 

4. Evaluate each item in terms of the total scale. 

5. Prepare adequate instructions for the use of the rating scale. 

6. Have a large enough group use the rating scale for the purposes 

of testing the scale. 

7. Test each item and the scale as a whole by a method similar to 

that suggested for the graphic rating scale, and revise the scale 
according to the findings of the testing of the scale 

8. Use the rating for the purposes intended. 

In the development of scales in some companies, it has been brought 
out rather emphatically that those who are to do the rating should partici- 
pate in the development of the scale, not only for interest but because of 
the training. One company finds that it is beneficial to have employees 
assist in the development of the scale so as to make the ratings well under- 
stood by employees and also to obtain their cooperation. A cooperative 
plan of development and testing of the rating plan seems the best proce- 
dure known to date. 

Test of Reliability of Ratings 

One of the first tests of reliability of ratings is internal consistency, 
which means that the scale itself is so constructed that a total of the ratings 
of one-half of the items on the ^cale will correlate highly with the total 
of the other half. The total of the odd items (1, 3, 5, 7, etc.) of a scale 
should correlate highly wdth the even items (2, 4, 6, 8, etc.). Rating 
scales in general usually have a low reliability. Symonds says : "‘ A re- 
liability coefficient of .55 can be said to be typical for rating personality 
traits by ordinary judgment methods.” 

For a brief explanation of statistics, see Appendix A. 

Percival M. Symonds, Diagnosing Personality mid Conduct, New York, D. Apple- 
ton-Century Co., Inc., 1931, p. 9S. 
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In order to find the reliability of ratings of the I. I. Corporation, the 
sums of the odd items of the rating scale were correlated zuith the sums 
of the even items, first for those ratings made in November, 1937. The 
coefficient of correlation was found to be .757 ± .009. 



Figure 40. Comparison of Actual Distribution and Normal 
Distribution of Composite Ratings (November, 1937) 


Comparison of Distribution of Composite of Merit and Service 
Ratings v^ith Normal Distribution. — In order to determine whether 
the composite rating of personal traits in points plus the service factor in 
points was distributed in a normal way, or whether some abnormal cause 
affected the distribution so as to make it skewed or unreliable, distribu- 
tions of the composite ratings for November, 1937 were made and com- 
pared with a normal distribution for similar data. These comparisons of 
the actual distribution of composite rating with the normal are shown in 
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Figure 40. Although the actual distribution does not follow the normal 
curve exactly, it does show a symmetrical distribution of high and low 
composite ratings, which makes it evident that the personal ratings plus 
the service factor do distinguish high persons from the low in the 



Figure 41. Comparison of Distribution of Skill Ratings with 
Normal Distribution (April, 1938) 

organization, and that if some abnormal factor, such as discrimination 
because of union membership, entered in, this did not show in the actual 
distribution. 

The frequency distributions of the composite ratings and the merit 
ratings for those laid off were superimposed upon the charts comparing 
the actual and normal distributions for composite ratings and upon the 
charts comparing the actual distributions of the merit ratings with the 
normal distributions. The distributions show that for November those 
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laid off were distinctly in the lower section of the distribution as would be 
expected for a layoff according to the rating procedure. 

Comparison of Distribution of Ratings of Individual Traits with 
Normal Distributions of Ratings of Those Traits.— Frequency dis- 
tributions were made of the actual ratings of all of the employees for each 
of the following eight traits on the rating scale : adaptability, cooperadon, 
dependability, deportment, industry, safety, skill, and supervision. These 
distributions were compared to the normal distribution. Figure 41 shows 
a comparison of the actual and normal distributions of the ratings on 
skill. 

Intercorrelation of Traits. — Intercorrelations of all of the traits 
were made. The coefficients of these correlations of each trait with the 
others and each trait with the total for the November, 1937 ratings were 
as shown in Figure 42. 

The correlation of each trait with the total for the ratings of Novem- 
ber, 1937 ranged from .772 to .889, which shows a high correlation of each 



Co- 

opera- 

tion 

Skill 

De- 

pend- 

ability 

Safety 

Indus- 

try 

Adapt- 

ability 

Deport- 

ment 

Total 

Supervision 

.589 

.712 

.621 

.570 

.636 

.577 

.550 

.821 

Cooperation 


.653 

.791 

.677 

.706 

.529 

.719 

.889 

Skill 



.729 

.611 

.681 

.656 

.624 

.867 

Dependability . . 1 




.614 

.621 

.488 

.641 

.856 

Safety ' 





1 .596 

.573 

.612 

.834 

Industry 






.646 

.498 

.87 

Adaptability ... 







^ .452 

.772 

Deportment .... 






i 


.79 


Figure 42. Intercorrelations of Traits — ‘T. I.” Corporation (November, 
1937) . N = 908 ; P.E. varies from .0069 to .0175. 


trait with the total rating. The intercorrelation of the traits ranged from 
.452 to .791. Any intercorrelation of traits above .4 is considered high. 
Therefore, each trait for November, 1937 correlates with the others too 
highly and indicates that the traits are not necessarily distinct elements in 
the rating. However, all of the intercorrelation of traits but one, the cor- 
relation between the rating on cooperation and dependability (which was 
.791 ) , were lower than the correlation of each trait with the total, indi- 
cating a tendency towards the separation of traits. 

The ‘‘Halo” Effect. — One of the criteria of reliability of a rating scale 
is that it should be devoid of what is tenned the “halo” effect. This 
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'‘halo” effect is the tendency of a rater to rate a number of the items the 
same because of his general attitude toward the person being rated. 
Normally a person’s ability on various items does not occur in identical 
degrees. Therefore, if he is given similar ratings on all items, a false 
“halo” is given his rating because of a general impression gained from 
one or more outstanding characteristics. Although the intercorrelation of 
traits shows some degree of dependence of traits, for November, J937, 
one particular case was found which upon investigation showed how the 
group rating prevented this “halo” effect from occurring. For example, 
the following is a distribution of id’s ratings for April, 1938 : 


21 

1 

29 

2 

24 

2 

30 

2 

27 

2 

32 

.,67 

28 

10 

33 

1 


This shows that H gave 67 persons out of 87 a total rating of 32 points. 
This is an abnormal rating and shows that H rated most of his men 
around 32. When id’s ratings were checked, discussed and approved by 
M, S, and C, the ratings of the same individuals then distributed them- 
selves as follows : 


27 

7 

31 

14 

28.... 

12 

32 

.....18 

29 

17 

33 

3 

30 

15 

34 

1 


The group ratings of the same individuals then become more normal 
than /d’s alone, which emphasizes that id’s “halo” was alleviated by ild, 
S, and C. All of the persons in the departments were rated on each trait 
separately before another trait was rated and all the raters combined on 
the rating. These factors tended to prevent the “halo” effect from occur- 
ring, because the “halo” of one rater would be prevented by the discus- 
sion of each employee by the other raters. As a whole department was 
rated on one trait, it was similar to a ranking in that trait, which also 
helped to prevent the “halo” effect and make the ratings more reliable. 

Correlation of Service Factors and Merit Ratings and the Relative 
Values of Each, — In order to show the relationship between the service 
factor points and the personnel ratings points of November, 1937 for 893 
employees, the service factors were correlated with their corresponding 
personnel ratings. The coefficients of correlation between the service fac- 
tor and the personnel ratings for November were found to be .176 ±. .032, 
which shows a low correlation between the personnel ratings and service 
factors. 
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Validity of Rating System 

The validity of a rating system is one of the most difficult things to 
prove. Validity means that the rating scale tests what it is supposed to 
test. For example, when a rating of skill is made, for validity we ask the 
question “Is it skill that is being rated?” When eight personal traits are 
rated, validity is concerned with whether or not those traits are really 
being rated. Ratings are usually used for items that are subjective in 
nature — based upon opinion or judgment — and not upon objective items. 
If an item can be measured objectively, such as the number of pieces 
produced, there is little use in rating that item subjectively. 

After an investigation of rating systems, the Policyholders’ Service 
Bureau of the Group Insurance Division of the Metropolitan Life In- 
surance Company found that : 

When any item is 100% objective, there is no need for rating. For 
example, suppose production records show that one employee produces 
on the average 600 units per week as compared with a department 
average of 500 per employee per week. The volume of production of 
that employee is definitely known, is an objective fact. No opinion 
which anyone holds can change the fact. Attendance is another in- 
stance in which the actual record speaks for itself. 

The principal problem of rating technique becomes clear when an 
attempt is made to rate some personality trait such as initiative, co- 
operation, dependability, tact, or integrity. Such ratings are often 
almost wholly subjective and when made by several raters are apt to 
vary widely. It is believed by some authorities that such ratings can 
be made more objective by considering the items not as abstract quali- 
ties but in terms of job behavior. 

As the traits of the “1. I,” Corporation rating scale are subjective, .it 
would not be illogical to find little or no objective fact for validating this 
scale. Nevertheless, attempts were made to find some validation. One of 
the principal sources was to find the increase in cents per hour since Janu- 
ary 1, 1935, and calculate the percentage of increase of the present wage 
over the rate of January 1, 1935, for each person who received a promo- 
tion in wage. The increases in percentage were then correlated with 
composite ratings and merit ratings for November, 1937, and April, 
1938. The coefficients of correlation between the percentage increases 
and the total merit ratings were .099 for November, 1937, and .049 for 
April, 1938. The coefficients of correlation between the percentage in- 
creases and the composite ratings, for November, 1937 were .075, and for 
April, 1938, .020. These data show no significant coefficients of correla- 
tion. The .scale did not rate or test that which caused increases in rate 
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The safety rating was next correlated with the number of visits to the 
first-aid room, and the coefficient of correlation was found to be .003. 
Ratings on adaptability were correlated with the number of transfers 
made during the last five years back from the time the ratings were made, 
and the coefficient of correlation was found to be .001. The coefficient of 
correlation between rating on skill and the rate of pay was found to be 
,287 ±: .036. The safety ratings did not correlate highly with the number 
of visits to the first aid. Adaptability did not correlate highly with the 



TOTAL ON 8 ITEMS - PROGRESS REPORT 


Figure 43. Comparison of Actual Ratings with Normal 
Distribution — Revere Copper and Brass Incorporated, 

D. Division (Foremen Ratings of 108 Workmen) 

tiiimber of transfers, and skill did not correlate highly with the rate of 
pay. Therefore, it may be assumed that the ratings of those traits did not 
nieasure those things with which they were correlated. For example, the 
plant manager contended that the safety ratings should not necessarily 
correlate highly with the number of visits to the first aid, because the 
safety rating was a rating of the employee’s attitude toward safety, which 
may not have any connection at all with his visits to the first aid. A 
safety-minded man might report, whereas another might not for a similar 
accident. 

Although no high coefficients of validity have been found for the 
“I. I.” Corporation ratings, there is still the practical reason that ratings 
are intended for subjective items and not for objective ones, and that the 
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traits of the 'T. 1.” Corporation rating are subjective, are considered as 
such, and, therefore, few, if any, objective validity measures could be 
found. 

Several rating scales were tried in Revere Copper and Brass Incor- 
porated, and after revision, the scale in Figure 37 was used. The validity 
and reliability of the ratings were tested. A comparison of the distribu- 
tion of the total ratings of the eight items with the normal distribution is 
shown in Figure 43. Although the actual ratings are higher than the 
normal distribution, the scale in general shows a relatively fair distribu- 
tion. In addition to ratings, each foreman was asked to state whether 
each workman’s general ability and general value to the company was 
poor, fair, normal, above normal, good, or excellent. The totals of the 
ratings were then correlated with general ability and value. The coeffi- 
cient of correlation was found to be .836 ±: .021. 

The foremen were also asked to rank the general ability of each man in 
their departments, i.e., they were asked to give each man a certain rank 
out of tlie total number of employees in the department. This ranking 
was reduced to a value in terms of units of amount and correlated with 
the ratings on the eight items, resulting in a coefficient of correlation of 


.647 ± .043. 

In one of the divisions (D) of the corporation, the correlations were 
(August 9, 1943) : 



N 

r P.E., 

Or 

Total of eight items correlated with four fac- 




tors in progress report: (also Probable 
Errors and Standard Errors of the r’s) : 




Rank in General Ability in units of amount. . 

108 

.64 .038 

.058 

Value to Company 

108 

.67 .036 

.053 

Efficiency 

135 

.47 .045 

.067 

Wage Classification 

Reliability on basis of "odd-even” items ; 

108 

.26 .060 

.090 

Actual Correlation 

. .83 

P.E.r.018 Or 

:=.027 

Stepped up by Spearman-Brown Formula. . . . 

. .91 

P.E.r.0098 Or 

= .0147 


Merit Rating in a Democracy 

The development of a rating scale by those in a company wlio are going 
to do the rating or by those who ai*e to be rated is more democratic than 
the arbitrary making of the scale by personnel or other officials of the 
company. Though this may be true, we are more concerned with whether 
in general the rating of people and promotion based upon merit is a 
democratic process or a good thing to do in a democracy. 

Clark L. Hull, Aptitude Testing, Yonkers, N. Y., World Book Co., 1928, p, 491. 
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In a democracy, emphasis is placed upon the right to the dignity of the 
individual and the responsibility of the fullest personal development to 
gain the respect that an individual should have in a democracy. If a per- 
son does not make the best use of his abilities, then both he and his democ- 
racy will not accomplish as much as he and his country could or should. 
Also, if a person has abilities and does not have the freedom and espe- 
cially the opportunities to use them, he cannot accomplish for himself and 
his country to the extent of his ability. A loss to himself and his country 
will occur. 

Everyone in a democracy is supposed to have equal opportunity to 
progress according to his ability. The accomplishment which will result 
should be the extent to which he uses his ability until he reaches the limit 
of his ability. What each person needs is freedom and opportunity to use 
his ability. 

Personnel rating, as a part of merit rating, is a plan for giving each 
employee an opportunity to learn what his abilities, his strong and weak 
points are or how they are judged by others, and to learn to use them to 
his own as well as his company’s and his country’s progress. All will 
progress together and to their utmost if all individuals in a democracy 
are using their abilities to the greatest extent, and not until they do. 


CHAPTER 8 


LABOR TURNOVER, PROMOTIONS AND TRANSFERS 
Labor Turnover 

Labor turnover is the extent to which separations or accessions of em- 
ployees occur in the working force of an organization. Discharging or 
employing each worker involves an expense to the company which is often 
greater than management realizes and which is frequently overlooked. 
Labor turnover is controllable to a considerable extent. 

The subject of labor turnover was discussed as far back as 1909. One 
of the first printed references to it was made in that year by John R. 
Commons, who cited the much discussed methods of a Pittsburgh machine 
works which hired 21,000 men and women in order to keep a force of 
10,000 employees. Heated discussions followed, but the real effects of 
labor turnover were not felt to any great extent until World War 1. At 
that time the supply of labor became short, and government agencies 
began to study it in order to find a remedy. The investigators’ reports 
brought forth abundant material, such as the data to be found in the statis- 
tics from the United States Department of Labor for 1918, and also in 
the I'eports of the Federal Board of Vocational Education for 1919. One 
outstanding presentation cii this subject was that of Dr. S. H. Slichter in 
his book, The Turnover of Factory Lahore Various associations, such as 
the American Alanagemeut Association and the Personnel Research 
Federation, have obtained further material on the .subject. 

The main cause of labor turnover in one factory may be cpiite different 
from that in another. An early specific cause was unsound decentralized 
employment methods. A centralized employment department, whose duty 
it is to hire systematically, to transfer wisely, and to discharge consider- 
ately, can decrease turnover. Promiscuous hiring on hunches and per- 
sonal prejudices and inconsiderate “firing” will naturally cause unneces- 
sary turnover. Changes in general business conditions wdiich the individ- 
ual employer cannot control, naturally bring with them a need for read- 
justment. If the product of a company cannot be sold, it usually followLs 
that wages and the working force must be reduced. Other causes of turn- 
over are poor w'ages and incorrect wage-setting processes, poor working 

^ New York, D. Appleton-Century Co., Inc., 1919. 
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conditions within the plant, and inadequate training. Poor supervision 
based upon personal prejudices and dissatisfactions causes unrest. The 
lack of a recognized procedure for the presentation of grievances and dis- 
satisfactions may also be an important cause of labor turnover. In gen- 
eral, inadequate personnel policies and activities are the basis of the 
difficulty, for the personnel policy involves not only the personnel or em- 
ployment department but also personal relationships and their improve- 
ment. 

On the other hand, there are some existing labor turnover causes, 
Which the employer cannot readily change. Some of these are geograph- 
ical location of the plant, the type of industry or product ^ manufactured, 
the state of the labor market activity, the time of the year, and the charac- 
ter of the workers as determined by such factors as nationality, class, and 
sex.^ : 

All personnel turnover is not detrimental. Some employers feel that 
a certain amount of it is beneficial to every organization in order to get 
rid of inefficient employees or “dead wood.” In fact, no turnover at all 
might be stagnation and might produce “ingrowing,” which would shut 
off opportunities for promotion and new methods. 

Computation of Labor Turnover. — In the 1930's there was coiir 
siderable discussion as to the method of computing labor turnover. One 
theory holds that separations are a proper indication of turnover, while 
another emphasizes that turnover is indicated by the extent of rei^lace- 
ments or accessions. There has also been a theory that turnover should 
be based upon the average number on the payroll, while still another main- 
tains that it should be computed according to the number of workers actu- 
ally on the job and should not include the men who are not working but 
are still on the payroll. Accordingly, a formula has been derived for each 
theory on the subject.-^ 

The percentages of labor turnover obtained by the application of these 
formulas to the same set of organization figures varied from 173.7% to 
352.8%. The highest percentage was more than twice that of the lowest. 
The many discussions on this subject led to the establishment of a more 
uniform method for considering and calculating labor turnover. 

An employer may compute his own lab(;r turnover, but unless he has 
comparable figures from similar companies, calculated by the same procc- 

- Ann Bezanson (7oifr/!a/ of Personnel Rescarchj February, 1927) fuimd that, in four 
metal manufacturing centers, the difference in labor turnover levels was largely due to 
type of product manufactured and rate of growth of the payroll. 

^ As early as 1925, H. B. Berger found (H. L. Doherty & Company, New York) that 
women were not less stable in employment than_ men. 

^ See the author's Applied Personnel Administration, New York, John Wiley & Sons, 
1931, Ch. XIV, for the.se formulas. 
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U. S, DETARTMENT OF UBOR 
BUREAU OF LABOR STATISTICS 
WASHWSTOM 


CONFIDENTIAL 

REPORT ON LABOR TURNtOVER 

Plea£« note instructions on reverse side 


i. The period covered by this report is to j" inelusive. 


2. Employment: 

Number of workers on pay roU^ 

rACrORY WORKERS 


TOTAL 




End of current period ; 

8. SEPAB.ATroN8 Denmo Peiuod: i 

(a) Number of quits J 

lb) Number of discharges 

(c) Number of lay-offs 







.(s) Number of miscellaneous separations.... 

Total Separations... 







4. AccEssroNs Dusino PBiiroo: 

(o) Number of own employees rehired after 
'€cpo>rfttlon of 3 months or 




lb) Number of other employees hired 





Total Accessions. 





6, TiUNSFliiJS from plant to plant within this company: 

Factory ioorkersr- All other»~~ 

to other plants to other plants 

from o.lher plants — ■. from other plants 

6. Comments on Speciai* Inc!iden*s affecting your figures this month, such as strikes, fire and flood, etc.: 


R^ort filled out. by Position 

If possible, please return completed report 6«/ore thojiftk oj the mcnih to— 

Commissioaoc of Z«bor Smtiscics 
^asbiagton, D. C. 


Figure '44a. Report on Labor Turnover (face), 
U. S. Department of Labor 
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INSTRUCTIONS 

Pearlod Covered. 

The period covered by the report should bo. the complete calendar month, if pOEsible. The beginning 
and ending dates should be shown. The report for July, for instance, should cover the period from July 1 to 
July 31, inclusive. If a period other than a calendar month is given, the first date included in the report 
should be the day immediately following the last day included in the preceding report. When a firm reports 
tor 13 periods in a year, an additional set of forms will bo mailed for the 13th period. 

Employment. 

Factory Workers: Include all wage earners, both time and piece workers, employed in the plant (iacludmg 
the power plant and maintonanee, shipping, warehousing, and other departments). Working foremen and 
"gang and straw bosses" should be included with wage earners, but foremen whoso duties are primarily super- 
visory should be classed as supervisory employees. 

All Others — Clerical and supervisory peraoimel: Include employees engaged in clerioAI work in the plant, 
such as clerks, stenographers, bookkeepers, timekeepers, etc., in all production and nonproduction departments. 


Separations. 

A eeparatioh is the termination of employment of any of the following types: 


(s) A quit is a termination initiated by the employee, regardless of bis reason {which may be dissatisfsetion with hours, 
wages, working conditions, labor policies, or due to obtaining a better job, or for any other resaon). 

(6) A discharge is a termination initiated by the employer, wllli preindIce to the worker, for such reasons as incom- 
petence, violations of rules, dishonesty, insubordinatioo, lasiness, eto. 

(c) A lay-off is a termination initiated by the employer, but adthout prejutUee to tbo worker. A short furlough during 

which the name of the worker is retained on the pay roll is not to be regarded as a lay-off as here defined, The 
eame rule applies to suspcnsians of operations during the inventory period and to vacations. ^ other separatloos, 
whether caused by lack of orders or materials, breakdown of plant, release of temporary help, Introduction of 
labor-saving machinery or processes, eto., are to be treated as lay-offa. This defialtlon of lay-off may lead to soma 
distortion in the general lay-off rate because, under eimilar conations, some companies will furlough an employes 
but keep him on the pay roll, while others wilt remove him from the pay roll Simplioity necesaitates the definition 
as given hers. 

(d) A military separallon is tbo termination of employment of a worker entering the armed aervlees of the United States 

Government. Include all workers inducted into the armed service whether or not retained on pay rolls. 

(e) The mlKellancoua group of separations includes those duo to death, permanent disability, retirementa on pesaloos. 


An accession is the hiring of a new employee or the rehiring of an old employee. Distinguish, however, 
between (ffi) the rehiring of former employees after a separation not exceeding 3 months, and (6) the hiring oJ 
other workers regardless of whether or not they were formerly employed by your company. Employees 
returning to work after a short furlough should not be considered aoeessions. 

Transfers. 

Transfers are not considered accessions or separations, but the number of employees transferred to or 
from other plants and the number of intergroup transfers should be iudicated under item 5. 

, General. 


A simple cheek on the completed report is as follows: To the number of employees shown on the pay roll 
at the beginning of the month, add the total accessions and subtract the total separations. The resulting 
figure should coincide with the number of employees shown on the pay roll at the end of the period. If this 
is not the case, please explain the .discrepancy under "comments." 


Figure 44b. Report on Labor Turnover (reverse), 
U. S. Department of Labor 
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dur6, he may not be able to tell whether his are normal or whether they 
should be changed. The standardization of labor turnover procedure and 
the providing of comparable statistics during recent years have been due 
greatly to the efforts of the United States Bureau of Labor Statistics. 
The instructions for compiling turnover statistics recommended by that 
Bureau and the form for reporting turnover are given in Figure 44. 

The formula recommended is the ratio of the total number of separa- 
tions to the average number on the payroll, as follows ; 


r = ^xioo 


T = The labor turnover in per cent or per 100 employees. 

S = The total separations which include quits, discharges, and 
layoffs. 

M= The average number on the payroll. 


The result is given in terms of percentage, or the rate per 100 em- 
ployees, and is figured either on a monthly or a yearly basis, the time 
lacing stated when the turnover figure is given. If a factory has an aver- 
age of 1,000 persons on its payroll and has 100 separations per month, 
the turnover for that month would be computed as follows : 


T (Turnover in %) = 


100 (Separations) X 100% 
1,000 (Average force on payroll) 


10% for the Month 


It is customary to express turnover rate in terms of its equivalent annual 
rate. 

Employment mobility is shown by the net turnover rate, which is the 
rate of replacement. It is the accession rate in a declining force and the 
separation rate in an increasing force. The accession rate is the number 
of employees hired or rehired divided by the average number on the pay- 
roll. The net turnover rate is given because in an increasing force the 
accession rate will be higher, while during the curtailment operations the 
separation rate will be greater. The net turnover rate, therefore, will 
always represent the lower of the two. In an increasing force the separa- 
tion rate is used because more people are hired than leave and, therefore, 
the number hired above those leaving is due to expansion and cannot 
justly be charged to turnover. With a decreasing force, the accession 
rate shows the net turnover. This is because more people leave than are 
hired, and therefore, the excess of separations over accessions is due to 
the reduction of force and cannot be logically charged as turnover ex- 
pense. 

The turnover rates for an individual establishment are computed by 
dividing the items of accessions and separations by the average number 
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on the payroll and multiplying by 100 to obtain the rate per 100 em- 
ployees for the month. The average of the number of employees at the 
beginning and at the end of the month is used to represent the average 
number on the payroll during the month. In compiling the rates for an 
industry, the actual numbers for the several establishments are added 
and the general rates computed from the grand total. Thus, each estab- 
lishment has an influence, or “weight,” in the rate in proportion to its 
size. 

In comparing monthly rates the number of days in the month 
should be considered, as no adjustment is made in the monthly rate 
because of the number of its days. If an equivalent annual rate is 
desired, the monthly rate can be multiplied by 11.77 if the month has 
31 days; by 12.17 if it is a 30-day month; by 13.04 if it is a 28-day 
month; and by 12.62 if it is a 29-day month. With the adjustment in 
the equivalent yearly rate this latter figure affords a more exact com- 
parison as between months.^ 


Extent of Turnover. — The extent of labor turnover will vary with 
individual companies and different departments of the same company, 
according to the causes. It is a problem in itself for every employer. In 
actual yearly percentages the extent will vary from about 25%, which is 
good, to about 600%, which is poor. The average turnover rate of 169 
metal firms of 184,000 employees was approximately 140%. Three hun- 
dred and fifty manufacturers with work forces aggregating about 600,000 
employees, reported, from 1924 to 1929, an average accession rate of 
about 4% per month and a total separation rate of 3^%, the layoff and 
discharge rates one-half of 1% each, and the voluntary quit rate 2%%, 
or about three-fourths of all separations.® 

The greatest turnover exists in short-service employment groups. 
Usually more than 50% of the separations are employees who have been 
working for the company for less than three months. Greater employ- 
ment fluctuation exists among the unskilled than among the skilled 
workers. Moreover, high turnover is typical of some occupations, while 
others have low rates of fluctuation. ^ * 

In 1941 the annual separation rate for all manufacturing was 46.68%. 
The variance between the rates in different industries can be seen by a 
random selection of a number of manufacturing companies. The separa- 
tion rates were as follows: aircraft, 44.01%; aluminum, 60.00%; auto- 
mobiles and bodies, 69.63% ; brass, bronze, and copper products, 50.29% ; 
cement, 39.61% ; chemicals, 32,42% ; electrical machinery, 36.50% ; iron 

^ Monthly Labor Review, May, 1942, p. 1205. 

^ William A. Berridge, "Measuring Labor Turnover,” Personnel Journal, Vol. VIII, 
No, 3. October, 1929, p. 2Q2. 
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and steel, 23.73% ; and petroleum refining, 20.64%. The annual accession 
rate for 1941 was 64,51%. These rates ifi the industries mentioned above 
were distributed as follows: aircraft, 124.32%; aluminum, 63.21%; 
automobiles and bodies, 66.22% ; brass, bronze, and copper products, 
65.52% ; cement, 54.55% ; chemicals, 50.49% ; electrical machinery, 
68.17% ; iron and steel, 35.30% ; and petroleum refining 2726%? 

Labor turnover will vary from month to month and from year to year 
according to the condition of business, the business cycle, the occupation, 
war and peace, and other factors which affect employment .stability. 
Figure 45 charts labor turnover rates in manufacturing from 1933 to 
1942. 





Figure 45. Labor Turnover Rates in Representative Factories — per 100 on. 
Payroll 

(Monthly Labor Review, September, 1942) 


Cost o£ Labor Turnover. — The average employer often does not 
realize the cost of labor turnover, although in most cases it represents a 
real loss to the management. It is difficult to measure but it can be closely 
estimated by figuring the losses in production and the indirect expense in- 
volved in the turnover. The typical items of labor turnover cost for which 
fairly accurate estimates can be made are given in Table 7. 

Besides the items of cost mentioned, there are other factors which have 
a deteriorating effect upon the worker and possibly upon the community. 
The cost to the workman in loss of wages during unemployment, the ex- 
pense of finding and moving to a new job, the possible loss due to lower 
salary in new work, and the dispiriting effect of unemployment cannot be 

■^U. S. Bureau of Labor Statistics, “Labor Turnover,” Monthly Labor Review, May, 
1942. 
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calculated in terms of dollars and cents. The average cost of labor turn- 
over to the employers varies from $8.50 for laborers to $250 for skilled 
employees. The average cost of turnover for a typical semiskilled worker 
is about $59. 

Table 7. Items and Cost of Labor Turnover 


Cost of Hiring : 

Employment office expense. 

Medical examination cost. 

Advertising, prorated over number hired. 

Cost OF Training : 

Training department cost. 

Foreman’s or workman’s time with new man. 

Extra Labor Cost : 

Day wages in excess of piece rate earnings. 

High unit cost of production on time basis. 

Extra men needed to make up for deficiency of new man. 

Overtime caused by the deficiency of new man. 

Extra Operating Costs: 

Additional power due to reduced rate of output. 

Additional lubrication due to reduced rate of output. 

Additional light due to reduced rate of output. 

Additional heat due to reduced rate of output. 

Additional service due to reduced rate of output. 

Greater wear and tear on machinery. 

Spoiled work beyond normal. 

Increased accidents due to greater accident frequency during learning period. 
Extra Investment Costs : 

Interest, depreciation, insurance, taxes, and repairs on additional plant investment 
necessary on account of reduced output. 

Loss OF Business : 

Loss of goodwill and business through products and services by inexperienced 
employees. 

The estimated cost of labor turnover for the hourly rate of employees of a single 
plant of a boiler manufacturing company is presented below : 

1. Loss in production — ^between time of decision to quit and actual quit $10.00 

2. Loss of production — during period of time between leaving of former 

employee and engaging of new eriiployee 48.00 

3. Employment office salary cost — of handling leimng transactions 1.87 

4. Employment, office salary cost — of handling hiring transactions.... 3.75 

5. Medical division cost — of physical examination for new employees 1.10 

6. Payroll and accountant department salary cost — for leavers and re- 

placements ...5.00 

7. Shop office salary cost — for leavers and replacements 2.00 

8. Supplies cost- — for stationery, photographs of new employees, etc.... .50 

9. Loss in production— -during time of training new employee. 10.00 

10. Loss of material— spoilage by new employee . 5.00 

11. Extra supervision required — floor space— use of equipment, during 

period of time required to bring new employee to the point of 
standard production 7.00 

12. Rent, light, heat— office of employment department 1.00 

13. Medical division cost— frequency of accidents among new employees 


above normal .25 

Total ........... . . .... . ... . ., $95.47 
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Turnover Records. — These turnover costs bring to an employer 
some of the importance of study of labor turnover. One of the first steps 
in curtailing managerial expense in this respect is to know the extent of 
labor turnover. This can be readily figured if the company maintains 
adequate turnover records. These should provide individual records for 
each employee who has left, and a summary of all individual records 
grouped to show the reasons for leaving. They should give to those in 
charge of personnel policies sufficient departmental information and 
causes of turnover to enable them to decide wisely upon the improvement 
of labor policies. They should show the relative records of various fore- 
men and departments ; the effect of the various kinds of work, the critical 
periods of certain jobs; the effect of sex, marital status, nationality, and 
other factors to be found in certain positions ; the adequacy of wage and 
piece rates ; and the need for housing and transportation. 

Reduction of Labor Turnover. — Once an employer has adequate rec- 
ords and has determined the causes of turnover, sound personnel poli- 
cies and procedures should be established as the prime bases for reduc- 
tion. Secondly, as the business, cycle has such an effect upon the subject, 
the employer should cooperate in an attempt to stabilize business as a 
whole and especially to prevent seasonal and other unnecessary labor fluc- 
tuations within his own plant. In addition, adequate centralized employ- 
ment should be considered by every employer in order to prevent careless 
hiring and “firing” and to effect scientific employment and promotion 
and wise transfers. Interviewing all discharged employees will often pre- 
sent criteria for the reduction of labor turnover. The “exit” interview 
was especially important during World War II. 

Training for foremen on labor turnover has been found effective, as 
the study of the turnover cost of the particular company often brings to 
them the need for controlling this often unnecessary expense. Adequate 
training of the worker in the performance of his work, the use of safety 
devices, and the improvement of working conditions within the plant have 
all been found very useful in the prevention of excessive turnover. Re- 
search assists in working out plans for reduction, such as the comparison 
of turnover in firms making the same product, a study of the effect of 
wage scales on turnover, and the exchange of turnover figures between 
companies. 

Some companies have made splendid progress in the reduction of labor 
turnover. In the North Works of the American Steel and Wire Com- 
pany of Worcester, Mass., it was necessary in 1920 to hire 2,231 men 
(90%) in order to maintain a working force of 2,500, while in 1928 only 
382 men or 19% were hired to maintain a force of 2„000. Other com- 
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panics can obtain similar results by considering and applying the methods 
of reducing personnel turnover. 

Promotions and Transfers 

Promotions. — The fact that practically every employee is interested in 
his advancement and works for promotion makes the subject of promo- 
tions a very important one in the field of personnel relations. Promotions 
may be made in the following forms : 

1. Advancement in wages or salary. 

2. Increased responsibility, authority, position, or title, 

3. Decreased working time, such as hours per day, days per week, 

or increased vacation. 

4. Transfer of employment to better location or department. 

5. Improvement of working and living conditions. 

6. Provision of opportunities for greater training, experience, and 

outlook. 

7. Increase in security of position and benefits offered. 

8. Extension of length of service because of outstanding work. 

The forms of promotion for which the employee will work vary 
according to the individual. The incentive to work in one case may be an 
advance in wages, while in another it may be an increase in responsibility, 
authority, position, or title. For this reason the best attitude for an em- 
ployer to take is to provide each employee with as many opportunities for 
promotion as possible, and to endeavor to give at least one form of promo- 
tion as often as possible. Industrial companies should use the various 
forms and should not merely advance their men in salary, for if use is 
made of all of them, promotion will come more quickly, and will bring 
with it greater interest, industry, and initiative on the part of the worker. 

Promotion should be carried on in a businesslike way and should 
follow a systematic procedure in order to obtain the highest efficiency and 
the greatest interest and confidence from the employees. Relatively few 
companies, large or small, have systematic plans of promotion. The re- 
mainder let them come naturally as vacancies and opportunities occur. 

The reasons for a systematic promotion plan may be given as follows : 
it increases employee interest and individual incentive; it increases the 
company’s production and earnings ; it produces loyalty and confidence in 
the company ; it makes the employees feel that the management has a real 
interest in them and that outsiders will not be pushed into the better places 
ahead of them ; it develops the emoloyee by making him realize the need 
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for training- and development that will fit him for the job ahead ; it makes 
the management study the employees and train them better; it rewards 
merit and hard work ; it reduces labor turnover. 

Often employees, leave a company because of the lack of opportunities 
for promotion. Furthermore, the leaving employee knows and dissemi- 
nates information about the company’s inadequate methods and policies. 
In some companies promotion is slow because there are not enough new 
positions or turnover for regular advancement. In other words, the com- 
pany is not growing enough to make new and better positions available. 
Many company officials object to regular promotions because of the 
part that petty politics and personal likes and dislikes play. Other objec- 
tions to systematic promotions are : that often men are promoted when 
they really do not deserve it ; that some men do not even want promotion 
and would rather remain on the job which they like or which may not re- 
quire too much thought or energy ; that a systematic promotion plan does 
not stop wants and dislikes ; that a routine promotion system does not give 
sufficient results to justify the expense of training employees ; that false 
hopes given out and the overstated possibilities of advancement do more 
harm than good ; and that sometimes promotion is made to get rid of per- 
sons. 

Some companies stay regularly inside their own organization for 
promotional material and the promotional point of view. Even though 
all organizations which do not have a systematic promotion plan cannot 
be condemned, let it be emphasized that system and systematic considera- 
tions are important in promotion. 

Plans for Systematic Promotion. — There are two main plans for 
systematic promotion, the Three-Position Plan, and the Multiple-Chain 
Promotion Plan. The Three-Position Plan of Promotion was devised by 
the late Frank B. Gilbreth and Lillian kl. Gilbreth. It is described by 
them as follows : ® 

The Three-Position Plan of Promotion considers each man as 
occupying three positions in the organization, and considers these 
three positions as constantly changing in an upward spiral, as the man 
is promoted from the lowest position that he occupies and into the 
position next higher than the highest position that he occupies. The 
three positions are as follows : first, and lowest, the position that the 
man has last occupied in the organization ; second, the position that the 
man is occupying at present in the organization ; third, and highest, the 
position that the man will next occupy. In the first position the worker 
occiipies the place of the teacher, this position being at the same time 

^ Annals of the Ameri-can Academy of Political and Social Science, May, 1916 . 
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occupied by two other men, that is, by the worker doing the work, 
who receives little or no instruction in the duties of that position ex- 
cept in an emergency, and by the worker below who is learning the 
work. In the second position the worker is actually in charge of the 
work, and is constantly also the teacher of the man next below him, 
who will next occupy the position. He is also, in emergencies, a 
learner of the duties of his present position from the man above him. 

In the third position the worker occupies the place of the learner, and 
is being constantly instructed by the man in the duties of the position 
immediately above. 

The Three-Position Plan is more adaptable to a “straight-line” organ- 
ization, but it can be used in a staff organization when the promotion is 
run in a straight line within a function. As shown in Figure 46, B is 
doing the actual work in his position ; B is learner or student of A’s posi- 
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Figure 46. Three-Position Plan of Promotion 

tion, the position just ahead of him, and B is a teacher of C’s position. 
This plan might have a tendency to discourage B and limit his outlook 
because he may realize what he will have to go through in order to get to 
the position to which he aspires. This training and his endeavor to fit 
himself for the higher position may be handicapped by going through 
the various jobs. One advantage is that this plan facilitates a definite 
training program. 

The IMultiple-Chain Promotion Plan considers each man, or rather 
each position, as a link in a multiple chain. It reaches from the lowest 
laborer to the highest executive. Each position is connected by oppor- 
tunity-f or-promotion links. The chain branches out, and one position may 
lead to several links or positions of a similar nature, but of higher order. 
For example, a machinist may be promoted to assistant machinist fore- 
man, inspector of metal parts, tool designer, or instrument maker ; then 
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from each of these to a number of positions, and so on to the top of the 
organization, as is shown in Figure 47 , 

Under the Multiple-Chain Promotion Plan, a person may reach a 
desired position by more than one path. He may be shown the positions 
ahead of him and may be enlightened as to how he can become qualified 
by training and development. The plan necessitates a broader training 
program and gives each employee a choice of additional jobs for which 
to be trained. It is especially good in a growing organization, where new 
positions develop rapidly along the chain and where each can be filled 
from more than one of the connecting link positions. It is also effective 



in a functional type of organization, where one classification of work may 
fit an employee for a similar yet higher classification in several other 
departments. A coml)ination of the two plans may be found to work more 
successfully in some companies. 

Another promotion procedure depends upon the promotion of men to 
better positions in other companies in the same corporation, or to outside 
companies who cooperate to the fullest extent in matters of employment. 
This provides the company with a means of spurring on capable em- 
ployees when its employment is slow or promotion is somewhat limited. 
By cooperating with other organizations in this way, a new source of 
personnel supply is opened. In some cases it is working very effectively. 

Promotional Chart.— The maintenance of any systematic promotion 
plan necessitates a thorough study of all the positions and promotional 
possibilities. If the Three-Position Plan is in use, each employee should 
iinderstand clearly which position he is to study, and which position he is 
to teach, In the Chain Promotion Plan, every employee should understand 
which positions are possible promotions for him, and that, if he does 
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excellent work at his present job and develops to the point where he is 
able to assume the work of those higher up, he will be given a chance. 

For this reason, job specifications should contain the promotional pos- 
sibilities of each job. A thorough study of the relations which one job has 
to the other job should be shown in the job analysis, placed on the job 
specification, and explained to each employee at the time of employment. 
It may be explained to him when the specifications for the job are being 
interpreted. He may be given a sheet showing the promotional possibili- 
ties of his position depending upon his work and development. The in- 
dividual promotion charts are sometimes called ‘‘fortune sheets,” as for 
example, the “fortune sheet” for a machinist shown in Figure 47. 

After a thorough study of each position’s promotional possibilities by 
means of job analyses, job specifications, and “fortune sheets,” a promo- 
tional chart of the entire organization can be set up. This diagram can 
give in detail all lines or chains of promotion from the lowest laborer to 
the highest executive. It is, in fact, a “fortune sheet” for the entire com- 
pany. With a sound company goes a sound promotional chart. One pro- 
cedure used in developing a promotional chart is to coordinate the “for- 
tune sheets” or the promotional possibilities as given on the job specifica- 
tions. Constant study of the promotional chart, coupled with a promotion 
policy of merit and ability, will be far-reaching in increasing plant effi- 
ciency, good will, and confidence, for it decreases or practically destroys 
the “blind alley” or “dead-end” jobs. The desire to do good work, to 
reach out and possess more, to attain a position of self-assertion, and to 
know what is ahead and how to get there, makes the good worker eager 
and willing to accomplish those things which are necessary for progress. 

Reasons for Promotion. — The reasons for promoting an employee 
may be listed as follows : ( 1 ) hard work with excellent quality and quan- 
tity of production, (2) performance of more and better work than re- 
quired, (3) outstanding work, (4) exceptional knowledge, ability, and 
personality for job ahead, (5) opportunities available, (6) experience, 
(7) seniority, (8) production of increased earnings for the company, (9) 
more valuable to company in job ahead, (10) good understudy, (11) lack 
of need for constant supervision ( initiative), and (12) wide personal 
acquaintance (self-made “pull”). 

The American Management Association listed the reasons for promo- 
tion as follows : ® “careful individualizing and logical selection on the 
basis of meritorious service, demonstrated ability, potentiality, adapta- 
bility, experience, general value, training, self-improvement tendencies, 
length of service, personal preference, attendance and accident record.” 


® Methods of Transfer and Promotion in Business Organisations, Sixrvey Report No. 8. 
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Transfers. — A transfer is the removal of an employee from one posi- 
tion and the placement of him in another. Transfers of employees in- 
crease interest in their work, reduce the monotony of a long- period of 
work on one job or in one department, reduce labor turnover, and de- 
crease the number of “dead-end” or “blind alley” jobs. They may also 
increase the health conditions of employees. They tend to equalize and 
to regularize employment in the various departments, and in addition they 
tend to prevent or correct personal maladjustments between foremen and 
workmen. 

The systematic or regular transfer plan is rarer than a promotion plan. 
Transfers, as well as promotions, require job study and analysis. The 
relation of the jobs of one department to the jobs of another department 
must be worked out, and those of each should be listed in such a v/ay that 
transfer possibilities can be readily seen and made. Often, it may be to 
the best advantage of the company to transfer a good worker in one de- 
partment to a similar position in another, where things have not been going 
so well. This often increases the efficiency of the poorer departments 
without greatly decreasing the efficiency of the others. 

Promotions and transfers require a great deal of work and study. 
Nearly every company with a personnel department places on that depart- 
ment the responsibility of working out a wise plan for promotions and 
transfers. It must have the cooperation, advice, and help of all depart- 
ments concerned. In one of the large steel companies no changes, trans- 
fers, or promotions can be made without the approval signatures of the 
foremen and superintendents concerned, the vice president in charge of 
production, and the director of personnel. This also produces coopera- 
tion among the departments and the personnel office. 

With the personnel department’s responsibility for working out and 
operating a wise plan for advancement goes the necessity for the educa- 
tion and training of workers. Before an employee can be transferred, he 
must have all the educational requirements or be trained to do the work 
of the new position. There should be a proper place for every man, and 
every man in his proper place. Therefore, the personnel department must 
lay out the educational and training activities of the company to fit in with 
the promotional and transfer plan. 

A wise selection of those who are to be promoted or transferred is also 
an important problem to be solved. It is done in many ways. One plan, 
which has been used, is to apply intelligence, psychological, and special 
ability tests as guides. Another, and probably the most used, plan is to 
keep detailed and complete records of each employee’s history, character, 
personality, performance, work, outside activities, and any other informa- 
tion which may be pertinent to his promotion or transfer. Several com- 
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panics make use of rating scales and reports by foremen and others on the 
employee under consideration. Sometimes rating scales are used in pro- 
moting and transferring. On this scale the foreman and two others rate 
the employee. The ratings are then averaged by the personnel depart- 
ment for use in making the promotions or transfers. 


Discharge, Rehiring, and Absenteeism 


Discharge and rehiring, though related to labor turnover, are con- 
cerned with the relations between the employee and the employer after 
employment. When a worker proves himself inefficient on the job after 
a number of attempts at readjustment, it may be necessary to discharge 
him hi a way that will be of the greatest benefit to the company and to 
himself. Sometimes an employee leaves of his own accord and then wishes 
to return. In such instances his former employer may find it profitable 
to rehire him. The personnel relationships involved in the “firing” and 
“rehiring” are important and should, therefore, be considered just as 
thoroughly as other personnel activities. 

Discharge. — Discharge is termination of employment by the employer 
and is due in most cases to the employee’s inefficiency in executing his 
duties. Layoff differs from discharge merely in the fact that the employee 
is not to blame for the termination of the employment. In the case of a 
layoff, the reason lies with the employer, because the personnel, produc- 
tion, and sales budgets w^e not worked out in such a way as to maintain 
a steady force of workers. It is the employer’s responsibility to see that 
employment is regularized. If this is not done, the attitude of the 
woi'kers toward the company with reference to employment tends to 
become antagonistic. 

Placing the blame with the employer and management rather than 
with the employee is a new idea in discharge procedure. In former 
years, if a man was inefficient or broke a regulation of the company, he 
was “fired” by the foreman or the superintendent, and nothing further 
was said — ^the employee took the blame. With the growth of small com- 
panies into large ones, and large companies into consolidated corporations, 
authority for discharge began to shift to the personnel department. The 
belief is growing rapidly that it is not necessarily the worker’s fault, 
when he proves to be inefficient or is unfamiliar with the rules. Another 
sentiment is that if an employee is discharged, either poor selection or 
poor management is to blame. If the worker was not worthy of being 
hired when he came with the company, then it was poor selection ; if he 
was capable but was wrongly placed, trained, or managed, then again it 
was the company’s poor management that caused the discharge. 
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On the other hand, caution should be taken against too few dis- 
charges. Too much “dead wood,” caused by the natural creeping in of 
personnel imperfections, may slow up quantity as well as quality in pro- 
duction. No organization is really perfect, and all discharges should be 
studied. They often cause more loss to the company than to the worker, 
but as a rule they prove to be a greater penalty to the employee, as a 
discharge often means a serious setback in his life. Some discharges may 
be inevitable, because of imperfections in organization and in workers, 
and, therefore, they must be considered from several points of view. 

The main reasons for discharge may be briefly stated as incompetency, 
unreliability, laziness, carelessness, insubordination, misconduct, and bad 
habits. In many companies these causes are clearly outlined in the form 
of rules and regulations, the breaking of which may result in severed 
relations without further notice. These rules are often posted in con- 
spicuous places or given to the worker at the time he is employed. 

Discharge responsibilities and methods vary in different companies. 
Responsilhlity for discharge may rest with the foreman alone, or with 
a number of company officials, or with the personnel department, or in 
some companies even with a committee of workers who act on each dis- 
charge. The old method of giving the foreman full responsibility was the 
rule during the early stages of manufacturing in small factories. It 
exists today in small plants where personnel departments are not estab- 
lished and where personnel work is performed departmentally by the 
foreman. When labor unions grew in members and power, the manage- 
ment was required in many cases to discuss with trade union officials the 
discharge of any of its members. Usually the agreement entered into by 
the company and the union regulates the discharge of the union members. 

The establishment of the personnel departments to handle the employ- 
ment problems for the company as a whole led to a much more effective 
method of discharge. The personnel staff was not interested in or preju- 
diced against any one particular operating department. The foreman, 
being responsible for production in his own department, is in close touch 
with his own workers, but he is not familiar with the personnel needs of 
the whole organization, as the personnel officer should be. Often a fore- 
man may discharge a man merely for reasons personal to the foreman 
himself, yet the “fired” man may be needed, and may prove to be a good 
worker in another department. The personnel department, understanding 
the situation, can prevent discharge by a transfer and, in so doing, pre- 
vents the employee’s introductory training, which was paid for by the 
company, from being a total loss. 

Sometimes the responsibility for discharge is divided between the 
foreman and the personnel department, requiring the approval of both 
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before becoming effective. In many plants the foreman is given the power 
of dismissal from his department, but not dismissal from the company, 
which is left with the personnel department. In many cases the personnel 
department has found it necessary to persuade the foreman to rehire his 
previously discharged worker. When authority for absolute dismissal 
from the company has been taken from the foreman and put into the 
hands of the personnel department, the number of discharges, in many 
cases, has fallen off greatly. 

With such effective discharge reduction, the personnel department soon 
gained in authority until now in many companies the foreman cannot dis- 
miss an employee from his own unit without the approval of that depart- 
ment. Also, in many companies, the discharged employee is given his 
final pay check by the personnel department, which provides an oppor- 
tunity for ascertaining the employee’s side of the question, if this has not 
bedn done before. Often, management difficulties in departments can be 
discovered and overcome as a result of the information gained during 
the separation interview. 

The procedures of discharge mentioned above place the responsibility 
of dismissal upon the management, represented by the foreman or the 
personnel department or by combinations of the two. vSome progressive 
companies, recognizing the value of employee representation in manage- 
ment affairs, actually grant a share of the discharge responsibility to the 
employees. If employees are capable of handling shop rules and regula- 
tions, certainly they are able to have a share in deciding on dismissals 
among their own number. The gradual growth in this belief has brought 
about the handling of discharges by a joint committee composed of 
the foreman, the representatives of the personnel department, and the 
union. ■ 

The procedure of discharge by a joint committee seems to be the most 
satisfactory method, because all concerned are represented and have a 
chance to be heard. Where this plan is in force, it is usually wise to 
establish, in joint conference, a list of the causes for discharge, agreed by 
all as equitable to enforce. It is also considered good practice to have 
the regulations of discharge approved by a referendum of all workers 
upon the recommendation of the joint committee. If the regulations are 
so approved, it is easier to bring the discharged worker to an understand- 
ing of his own case. 

Under any of the methods of discharge mentioned, there should be a 
definite procedure to predetermine those who are most likely to be dis- 
charged in case of layoff. On some of the railroads the Brown System of 
discipline has been used, which is based upon merits and demerits. If an 
employee does his work and certain other things well, he receives merits ; 
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if his duties are executed poorly or not done at all, he receives demerits. 
Generally in such a system, if an employee receives a certain number of 
demerits, he is liable to be discharged. The merits and demerits are gov- 
erned by rules and regulations. 

Periodic ratings by supervisors are useful in systematically finding the 
undesirable, as well as desirable, employees. Quantity and quality of 
production, length of service, conduct, and attendance are some of the 
points considered. Under this plan workers who receive the lowest rat- 
ings are the first to be discharged or laid off. 

Rehiring. — Rehiring, in general, has to do with employing a worker 
who has previously been in the service of the company, whether he may 
have resigned, have been laid off, or even in some cases discharged. When 
an employee leaves the company, a rating on whether or not the worker 
is rehirable should be made by his foreman, superintendent, and someone 
else. Should the employee who has been laid off or who has resigned 
apply for work again, the employment department can refer to this rating 
information and determine whether or not he should be reinstated. 

After periods of depression, former employees who were laid off form 
a large source of supply. Also, most union contracts require reemploy- 
ment acording to seniorities. It is often a good policy to rehire employees 
who resigned, provided they possessed a reputable record with the com- 
pany. It may be an advantage to do this because, although they have 
experienced other conditions and followed other practices, they can still 
return with a full knowledge of their previous work. In other words, 
they know what they are going into. The company in such a case reaps 
the reward because initial training is saved. For this reason, the employ- 
ment department should keep in touch with most of the layoffs and 
resigners who are worthy of rehiring. In rehiring an employee, all the 
circumstances of his former employment with the company should be well 
known to the employer. 

In many companies rehired men comprise a large part of the total 
number. As early as 1905 to 1910, Dr. S. H. Slichter found the per- 
centage rehired in a steel mill within a year of leaving was from 32% to 
62% per year of the total hired; in an eastern silk mill, 1908 to 1915, 
from 35% to 54% of the total hired per year were rehires. Many similar 
statistics can be given which prove that the rehiring of layoffs or resigners 
is usually a good plan. 

It should be a policy to interview every employee leaving the employ 
of any company, whether he has been discharged, laid off, transferred, or 

Turnover of Factory Labor, New York, D. Appleton-Century 


Figure 48. Separation Record 


whether he has quit. By analyzing the discharges and quits particularly, 
much can be learned of the company’s personnel difficulties in the various 
departments from the employees’ point of view. Once the management 
knows what its difficulties are, it will be easier to correct them. The exit 
interview should help to improve management.^^ Figure 48 shows a 
sample separation record used by a number of companies. 

For example, see “How Kaiser Keeps ’Em from Quitting,” by John Patric with F, J. 
Taylor, Nation’s Business, December, 1942. 
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Absenteeism.— During World War II, absenteeism became almost a 
national problem because of its relation to war production. Absenteeism 
is a serious problem during war or peace. 

From sickness alone the United States Health Service estimated that 
eight days are lost every year by each gainfully employed individual. 
When five or six additional days are added for other reasons, this 
amounted to nearly 717 million man-days each year based on the 1942 
national employment figures. Translated into hours, this meant nearly 
6 billion hours a year which could have produced over 170 battleships, 
1,800 submarines, 120,000 medium bombers, 300,000 fighter planes, or 
three-quarters of a million light tanks. In March, 1943, the National In- 
dustrial Conference Board estimated the average number of days lost 
per employee per year to be 9.6 for men and 15.6 for women. 'The aver- 
age number of absences per 1,000 employees per month was 241 for men 
and 438 for women. In general, about 9.6 work days per year for men 
and 15.6 for women were being lost because of illness, nonindustrial 
accidents, and personal reasons. 

Absenteeism ranges from about 2% to 8%, normally, depending upon 
the company. In general, before the last war, a job absence rate of 3 % 
was common in industry. 

The War Manpower Commission, War and Navy Departments, Mari- 
time Commission, \¥ar Production Board, including W.P.B.’s War 
Production Drive, Labor Department, and Office of War Information 
studied the problem, during World War II, in an effort to determine 
proper steps to reduce both voluntary and involuntary absence from 
work. The studies classified job absences as follows: 

1. Unavoidable, caused largely by serious sickness and accidents. 

2. Preventable, due to minor illness and preventable accidents, poor 

housing and overcrowded or inadequate transportation facili- 
ties, fatigue caused by excessive work hours, job shopping, and 
restlessness of workers, and failure to keep materials and 
products moving steadily to assure maximum use of all work- 
ers. 

3. Inexcusable, due to failure of managements to impress workers 

with sense of individual responsibility, inadequate supervision, 
bad scheduling of work, and failure to obtain all necessary 
materials in advance, labor hoarding; and, after-payday ab- 
sences, on the part of -workers time off to keep social engage- 
ments, hangovers, and “prosperity.” 

National Industrial Conference Board, The Economic Almanac for 1943-44, Neur 
York, p. 64. 

'3 Office of War Information, Washington, D. C., February 14, 194.3, (OWI.1243), 
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Common causes of absenteeism and the remedies recommended are : 

1. Illness. Suggested remedies: medical interviews, after-illness ex- 

amination, entrance-hiring examination, pledges to keep phys- 
ically fit, health committees, periodic examinations, nutrition 
promotion, food wagons, close supervision of cafeteria, eye 
examinations, encouragement of healthful recreation. 

2. Lack of interest in the job. Remedies : general appeals for victory 

during the war and loyalty to the company, etc., during peace ; 
slogans, pledges, exhibits, posters, letters, etc. ; individual ap- 
peals by telegrams, notices, and attendance records ; favorable 
and unfavorable mention of the individual, such as posting 
names, etc. ; attendance bonuses, prizes, and penalties ; labor- 
management committee action, 

3. Lack of interest in full-time earnings. Remedies : thrift informa- 

tion to workers, bond purchasing for after the war, “raiiiy- 
day” education, taxes, rising cost of living, etc. 

4. Job shopping. Remedies: emphasis on job clearance and recom- 

mendations, job stabilization, seniority, etc. 

5. Attention to other responsibilities (such as women for home 

duties). Remedies: special schedules for women, child care, 
day nurseries, and clinics ; cooperation by merchants for shop- 
ping, etc. 

6. Long hours and excessive overtime. Remedies : swing shifts and 

readjustment of shifts, decrease in excessive overtime, re- 
adjust nature of work, arrange for one day of rest in seven. 

7. Inadequate housing or transportation, or both. Remedies : pooled 

transportation, governmental cooperation on housing ; company 
participation with transportation ; living with fellow employees 
near plant; etc. 

S. Shortages of materials, causing layoffs and giving the workers 
the opinion that irregular attendance doesn’t matter. Remedies : 
better planning ; expediters. 

9. Hiring in excess of immediate needs. Remedies : employment 
schedules, training schedules, labor budgets, employment stand- 
ards. 

10. Poor planning and scheduling of production. Remedies : better 
management, production scheduling, man and machine time 
charts, etc. 

1“* University of Michigan, Dealing with Absenteeism (Discussion led by A. T. Court, 
Genei;al Motors Corporation, December 7, 1942), Ann Arbor, Mich. _ 

^®J. B. Fox and J. F. Scott, Absenteeism: Management’s Problem, Harvard Univer- 
sity, (jraduate School of Business Administration., December, 194S. 
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Attendance records are important as a remedy for all these reasons. 
Above all, personal human consideration and attention is the most im- 
portant remedy of all. 

A tabulation of the reasons for absenteeism, as prepared by one com- 
pany for a period of six weeks, showed the following percentages and 
totals : 



Number of 

%of 


Employees 

Absenteeism 

Discipline 

10 

1.4 

Family sickness 

51 

7.3 

Tardiness 

53 

7.6 

Permission 

25 

3.6 

Personal sickness 

339 

48.4 

Transportation 

222 

31.7 


700 

lOM 


The immediate follow-up of absentees brought about the greatest im- 
provement in attendance with the telegram and personal call the most 
effective, togetlier with departmental absentee charts. For example, the 
following results indicated the value of such a program : 

Plant “A” reduced absenteeism 78%, or from 237 a week to 53 a 
week. 

Plant “B” reduced absenteeism 35%, or from 4,423 a month to 
2,878 a month. 

The absenteeism program of a company in Michigan was a simple one, 
conducted by one man. The program itself consisted of five steps : 

L Each department head was notified by the works manager to re- 
port daily to the personnel department the number of men 
absent. 

2. Immediately after receiving this order, the department heads were 

visited by the chairman on absenteeism. They were given and 
instructed how to use the new '‘daily absence record report” 
form. The part the department head played in this program 
was to report daily the names of those men absent to the per- 
sonnel department. 

3. M''ith the name of the absentee at his disposal, the chairman, who 

was a member of the personnel department, checked the per- 
sonnel record of the man. With this information, the chairman 
was better qualified to meet the absentee. 

I'U'or e.Kcellent absence record forms in use by representative firms in war indus- 
tries, .see Auditing Absenteeism, U. S. Dept, of Labor, Division of Labor Standards, 
Special Bulletin No. 12A. 
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Upon returning to work, the absentee was notified to report to the 
chairman. The purpose of this meeting was to find the real 
reason for his absence. 

With this information, the chairman was in a better position to 
solve the mattei to the best interest of the company and the 
man involved. The majority of cases were settled in the fol- 
lowing manner : change of shift, change of occupation, or dis- 
charge. 


This company reported that its program was highly successful because 
it was handled on a personal basis. It was believed that any program 
lacking the personal touch would fail ; that each case must be treated sepa- 
rately as each case differs, and that an absenteeism program can function 
successfully without the aid of literature. 


CHAPTER 9 


PERSONNEL RELATIONS AUDIT, RESEARCH, 
AND RECORDS 


Personnel Relations Audit 


A personnel relations audit is a qualitative and quantitative investiga- 
tion of the personnel relations progress of a company or organization. 
It is a report of findings with recommendations for improvement in those 
activities needing it. 

The first step in starting the qualitative part of the personnel relations 
audit is to convince the management of its need and worth as a check on 
personnel relations methods and costs. Next, it is necessary to obtain a 
competent auditor, either from inside the organization or from without. 
A definite method of procedure and an itemized checklist should be ap- 
proved before the audit is started. In order to assure the success of the 
audit, the management must, from the beginning, have a real interest and 
confidence in the whole audit plan. 

The audit should begin by interviews with the officials of the company, 
starting at the top and coming down through the organization to the fore- 
men and to the employees. During these interviews the auditor can check 
the different understandings of the company’s policies and methods, and 
find out whether they agree all the way down the line. Use should be 
made of all records already available. The auditor can then proceed to 
follow the approved method and examine all items on the audit checklist. 
The labor audit checklist includes such items of personnel relations as are 
given on the following audit list (Table 8). 

The quantitative part of the personnel relations audit' is a specific actual 
auditing of the personnel progress of the employees in the company. It 
is the calculating of personnel progress by the more accurate means of 
measuring it. Below are some of the items, records, and activities that 
can be checked more definitely, and progress noted from year to year ; 


Results of morale or opinion 
surveys 

Personnel ratings 
Employment tests and records 
Attendance, lateness, illness records 
Safety records 


Yearly physical examination 
records 

Seniority records 
Production and incentive records 
Savings records 
Grievances 
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I. Organization and Management 

1. Company policies and activities 

2. Attitude of officers and others 

towards personnel relations 
activities 

3. Status in organization and or- 

ganization chart 

4. Interrelationships and coordina- 

tion with production, sales, 
unions, schools, etc. 

5. Personnel relations officer 

6. General effectiveness of stand- 

ard relations activities 

11. Personnel Relations Techniques 
1. Employment 

(a) Development of source of 

supply 

(b) Selection and placement: 

interviewing, tests, selec- 
tion 

(c) Introduction to job and 

follow-up 

1'. Training and Education 

(a) Apprentice training 

(b) Job instruction and upgrad- 

ing 

(c) Training workers to be 

foremen 

(d) Foreman training 

(e) Executive^ information 

(f) General industrial educa- 

tion 

( g ) Company _ library 

(h) Americanization . 

3. Medical 

(a) Physical. examination 

(b) First aid and dispensary 

(c) Medical treatments 

(d) Hospitalization 

(e) Specialization 

(f) Health education 

(g) Mental hygiene 

(h) Recreation and rest pe- 

riods 

4. Sanitation 

(a) Housekeeping and cleanli- 

ness (interior and ex- 
terior) 

(b) Water 

(c) Lighting 

(d) Pleating 

(e) Ventilation 

( f) Dressing rooms and toilets 

(g) Inspections 


II. Personnel Relations Techniques 
(Continued) 

5. Safety 

(a) Mechanical safeguard 

(b) Safety education and pub- 

licity _ 

(c) Safety inspections 

( d) Safety statistical work 

(e) Safety engineering 

(f) Safety competitions 

(g) Fire and police activities 

6. Woi'king Conditions 

(a) Noise, etc. 

(b) Seating 

(c) Dust, etc. 

(d) Transportation 

(e) Fire hazards and drills 

7. Personnel Relations Mainte- 

nance 

(a) Personnel records 

(b) Job evaluation 

(c) Employee rating 

(d) Wage administration 

(e) Promotions 

(f) Transfers 

(g) Regularization of employ- 

ment 

8. Personnel Service 

(a) Thrift plans — savings, 

loans, credit union 

(b) Insurance plans 

(c) Benefit plans 

(d) Recreational and social ac- 

tivity 

(e) Suggestion systems 

(f) Housing, gardens, and 

parks 

(g) Restaurants, . lunchrooms, 

and stores 

(h) Legal aid and miscellane- 

ous 

9. Research 

(a) Research on all phases of 

personnel and industrial 
relations 

(b) Personnel turnover 

(c) Personnel audit 


HI. Public Personnel Relations 

1. Administration of National La- 
, bor Relations Act, Wage and 

Hour Bill, Social Security 
Act, other federal and state. 

. ■ ■ • laws V .. 

2. : Governmental reports 
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III. Public Personnel Relations 
(Continued) 

3. Cooperation with governmental 

agencies _ '! 

4. Cooperation with other compa- 

nies and organizations 

IV. Relations with Unions or Other 

Groups _ 

1. Collective bargaining^ 

2. Labor contract or policies 

3. Handling grievances 

4. Conferences with union and 

other groups 

5. Conferences with individual em- 

ployees; individual intei'views 
and grievances 


V. Personnel Relations Investigations 

1. Wage, cost of living, and other 

surveys and data 

2. Morale — attitude surveys 

3. Personnel relations research 

4. Unemployment and layoff pro- 

cedures 

5. Preparation of reports for man- 

agement to employees ; em- 
ployee handbook 

6. Organization studies 

VI. Audit Report 

1. Summary 

2. Recommendations 


After the checklist has been followed and the quantitative audit made, 
the auditor is ready to draw up his conclusions and to write them in a 
brief, concise, and interesting manner so that the management will read 
them. He should present sound recommendations for present and future 
developments. This audit report should be of value to the management, 
to the workers, to the community, and especially to the personnel officers, 
for the establishment of sound personnel relations and for the improve- 
ments of old ones. 

Checking the personnel relations of a plant in a corporation by com- 
parison of the results of the activities of departments concerned at regu- 
lar periods has been found to be a good practice. One corporation 
checks the personnel work being carried out in its different plants by a 
report for October and April each year of the personnel relations 
activities and their results, as shown in Appendix B. By this means 
certain progress or decline can be shown. At least, such a record can 
point to certain conditions which should receive attention. One large 
glass company keeps a regular running monthly check on such matters, 
as well as personnel costs of employment and other activities. 

A personnel relations audit is important, just as audits of financial 
affairs are important. If personnel relations are improved, the company’s 
financial progress may be improved as well as its human progress. 

Personnel Relations Research 

Personnel relations research is the application of scientific methods to 
personnel relations problems, for the purpose of improving management 
procedure and employee effectiveness and happiness. The subject of per- 
sonnel relations researches comparatively new, and its related research 
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has not progressed very far. A large number of interesting and valuable 
problems offer themselves for solution. Just as research is essential to in- 
dustrial progress and the advancement of science, so is research indis- 
pensable to the field of industrial personnel relations. Along this line 
there is urgent need for the establishment of real facts on which to base 
decisions. The only way to secure such data is through research. We 
need as much research and development in this field as has been conducted 
in the field of chemistry and the other physical sciences, if not more. 

Personnel relations research should include research in all of the 
company’s branches of this work. These activities should be backed up 
by sufficient investigation ^ to show their worth, validity, and reliability, 
and evaluated to the extent that the management can see their profitable- 
ness. Old methods should be analyzed and improved so that existing 
conditions can be made as efficient as possible. 

The most outstanding personnel relations research was that of the 
Western Electric Company and Harvard University. In these studies, 
first presented at the annual conference of the Personnel Research Fed- 
eration in November, 1929, Mr. Putnam stated that the objective was to 
answer such questions as: “Do employees actually get tired out? Are 
rest periods desirable ? Is a shorter working day desirable ? What is the 
attitude of the employees toward their work and toward the company ? 
What is the effect of changing the type of working equipment? Why 
does production fall off in the afternoon?” 

Six experienced operators were selected at random and were placed on 
a standard assembly job under various changing conditions. The follow- 
ing salient facts were established : the amount of sleep has a slight but 
significant effect upon individual performances ; a distinct relationship was 
apparent between the emotional status or home conditions of the girls and 
their performance ; total daily productivity was increased by rest periods 
and not decreased ; outside influences tended to create either a buoyant 
or a depressed spirit, which was reflected in production ; the mental 
attitude of the operator toward the supervisor and tov/ard working and 
home conditions was found to be the biggest single factor governing the 
employee’s efficiency. 

Another experiment in the Western Electric Company’s personnel 
research was an inquiry into the attitude of employees concerning the 
things that they liked or disliked about their jobs, working conditions, and 
supervision. The results were analyzed and classified, the causes of 
unfavorable remarks adjusted, and the opinions were used as a basis 
for the training of supervisors. 

^ See American Management Association, Progress in Personnel Research (Personnel 
Series No. 80, New York, 1944) for progress in personnel research. 
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This outstanding research by Western Electric Company and Harvard 
University continued for many years and brought forth excellent results, 
which have been reported by Elton Mayo,^ North Whitehead,'^ F. J. 
Roethlisberger and William J. Dickson,'* and others. Every person inter- 
ested in personnel and industrial relations, especially research in this sub- 
ject, should read and study these significant contributions. 

One corporation determined just -what the company did along the 
various personnel lines, how much was being done in each activity, what 
it cost per man and by percentage of the payroll, and the value or yield 
in each activity as determined by the measurement of feelings and atti- 
tudes. 

There are many well-established methods of carrying on research. 
Many companies find it expedient to employ an outside expert in per- 
sonnel research for the work. A number of commercial research organi- 
zations and agencies exist for this purpose. Another effective plan is to 
cooperate with the educational institutions. Universities have trained per- 
sonnel men who have made extensive and intensive studies of personnel 
relations problems. Many educational institutions are already carrying 
out investigations on the human problems of industry, Princeton Uni- 
versity, University of Michigan, Purdue University, Stanford Univer- 
sity, Harvard University, Yale University, Massachusetts Institute of 
Technology, etc., are some of the schools conducting research on in- 
dustry’s human problems. Some industrial companies have found that 
cooperation with universities is a very effective means of carrying on 
their research. Combinations of the various methods can be used, but 
it must be emphasized that any and all personnel work should be evalu- 
ated. 

Personnel Records 

Consideration of Essential Records.— Sufficient records to carry on 
adequately the employment, health, training, safety, and service divisions 
of the personnel relations department are essential in obtaining and main- 
taining an effective force of workers. Either too few or too many per- 
sonnel records may be disastrous. The company that does not keep 
enough data with which to manage its force efficiently will not keep pace 
with modern practice and competing plants in profits and production. It 
should be borne in mind, however, that records are personnel tools and not 
ends. They are a means of controlling personnel relations. The company 

^ Htmm Proilems of an Industrial CwtlisationyUew York, The Macmillan Co., 193.1. 
Also see Elton Mayo, "Research in Human Relations,” Persojinel, May, 1941, p. 264. 

^The Industrial Worker, Cambridge, Harvard University Press, 2 vols., 1938. 

i Management and the Worker, Cambridge, Harvard University Press, 1940. 
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with more records than it needs is wasting time and money. Too much 
red tape should be avoided, and too numerous records are cumbersome 
and cause a waste of time in getting at the I'eal material. 

In considering the personnel records w'hich are essential, the follow- 
ing points should be weighed: the -size of the organization (number of 
employees), the type of organization, the nature of the work involved, the 
kind of business carried on, the activities of the personnel relations de- 
partment, and |he information desired and actually used. 

Naturally, the record system will vary with the character and size of 
the companies. The large company will need more extensive records. But 
it should be emphasized that in the small company there is just as much 
need to keep adequate personnel records as in the larger one. In some 
small companies it has been found effective and useful to maintain for 
every employee a personnel record on a small card which shows informa- 
tion about his employment, training, health, safety, and service experience. 
If the work of a company is mainly unskilled, the need for extensive 
records is not so great as where there are skilled workers. The replace- 
ment of unskilled workers is not difficult, and records of their past expe- 
rience are less essential. If the small company is a subsidiary of a corpo- 
ration, in order to link up with the big concern, additional records are 
more necessary than would be normally required. If activities are more 
or less technical, and if the company has rather extensive personnel activi- 
ties, such as thorough medical examinations, and benefit and service work, 
additional personnel records may be needed. Table 9 presents a list of 
essential records for a large company. 

Knox ^ has outlined the personnel records he considers essential for 
small, medium-sized, and large companies. 

The typical worker will produce more when he has a knowledge of the 
results accomplished than he will without that knowledge.® Therefore, 
one of the basic principles in maintaining the morale is the maintenance 
of personnel records for each employee. If the employee knows that a 
record is being kept of his work, he will usually work harder to make that 
record good than to permit anything bad to go on it. Social security, un- 
employment insurance, and workman’s compensation are compelling em- 
ployers to keep more accurate records than a decade ago. Companies 
keep a record of their money matters absolutely accurate. In the future 
accurate records of employees may be just as important. The growing 
need for records at the same time emphasizes the need for simplification. 

“Frank M. Knox, “A Guide to Personnel Record Keeping',” Personnel, November, 
1942, p. 242. 

® See Joseph ‘Tiffin, Industrial Psychology, "Nevf York, Prentice-Hall, Inc., 1942, p, 
210, etc.; also J. G. Jenkins, Psychology in Business and Industry, New York, John Wiley 
& Sons, Inc., 1935, pp. 234-236. 
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1 and 2, Employment and Personnel Maintenance Records 

(A) Individual 

( 1 ) Personnel information blank 

(2) Application and employment agreement 

(3) Personnel record 

(4) Periodical report 

(a) Production, rates of pay, etc. 

(b) Personnel ratings 

(c) Attendance, etc. 

(Other personnel maintenance records ar.e given under chapters on 
the particular subjects, such as Job Evaluation.) 

(B) Group 

(5) Employment report 

(C) Other employment records 

(6) Requisition and employment slip 

3. Health Records 

(A) Individual 

(7) Physical examination and medical record 

(B) Gfroup 

(8) Illness report 

(C) Other health records 

4. Safety Records 

(A) Individual 

(9) Accident report 

(B) Group 

(10) Accident record 

(11) Accident summary 

(C) Other safety records 

5. Training Records 

(A) Individual 

(12) Training records 

(B) Group 

(13) Training report 

(C) Other training records 

6. Records of the Employees Service Work 

(A) Individual 

(14) Benefit application and record, profit-sharing, insurance, or 

pension records 

(B) Group personnel service reports 

(C) Other service records 

7. Labor Relations Records 

(A) Individual 

(15) Grievance Repoft 

(B) Group 

( 16) Grievances Report 

8. Governmental Reports 
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Application Blank and Personnel Record. — It is a common and 
wise procedure to require an application blank from every employee, 
upon which he gives personnel information concerning himself and upon 
which any falsification can result in immediate dismissal. Upon acceptance 
of the application blank for employment, social security and unemploy- 
ment insurance information is a first requisite. Space for recording 
subsequent changes in employment and records of periodic ratings is 
essential. Finally, separations from the company should be recorded, 
with the possibilities of being rehired. All these data are needed from 
the time of application until the employee leaves the company. 

With this in view, the author worked out for a group of thirty-five 
companies a simplified personnel record which would combine into one 
record the application blank, social security, unemployment insurance, 
and the other personnel information. This resulted in the personnel 
record shown in Figure 49a and b. 

The face of this record (Figure 49a) is an application blank which 
the employee fills in. This contains the personnel and personal history 
information, the names of his last two employers, the condition of his 
health with the name of his doctor, his education, and other material. To 
the right of the names of employers, education, and health data are small 
squares which the employer can check after he has investigated the record 
of the employee on those subjects. A company can verify the truth of the 
statements given and the caliber of the work performed with but little 
expense. In one city an employee was hired and fired by eight companies 
one year, whereas a call upon the previous employer by any of the last 
six employers would have prevented that waste of time and effort on the 
part of the companies to employ and train that employee over and over 
again. Calls by telephone or personally to previous employers, schools, or 
doctors may save the company from employing an inefficient or unhealthy 
employee. 

The reverse side of the blank (Figure 49b) contains the information 
about the employee when and after he is hired. Subsequent changes in 
employment are placed in the center, as are periodic ratings of the em- 
ployee. At the bottom of the reverse side is the employee’s tax or unem- 
ployment insurance status plus dismissal and rehiring information. 

This record exemplifies that personnel records can be simplified by 
combining on the application blank, the information required for social 
security and unemployment insurance, the continuous personnel record as 
well as that concerning discharge and rehiring. 

Many companies have simplified their procedures for. the financial 
accounting of their money. Likewise, the time is ripe for a simplification 
of personnel accounting procedures, at a decrease in expense to the com- 



EMPLOYEE’S PERSONNEL RECORD 



Figure 49a. Employee Personnel Record (face). This side of the record is used as an application blank. 



EMPLOYEE WILL NOT FILL IN THIS SIDE OF RECORD 



information about the employee. 




Figure SO. Application Card— Eli Lilly and Company. Punched to indicate the various types of information 
which is coded. On the reverse side of this card are recorded the applicant’s education and personal refer- 
ences, and remarks by the interrdewer. 
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pany as well as to encourage the employee to greater achievement. Most 
good workers seem to want to know that what they do accomplish is 
known and is made a matter of record. We want more good employees, 
and they will, as a rule, have a better attitude toward higher accomplish- 
ment. This warrants the maintenance of a personnel record for each em- 
ployee, which naturally involves some cost to the company. Therefore, a 
simplified or combined record may prove to be the most economical. 

Where considerable sorting and selection is made from records, some 
companies combine their personnel records with a sorting system, such as 
shown in Figure 50, which is used by the Eli Lilly Company of Indiana- 
polis, and Figure 51, an I.B.M. card used by Caterpillar Tractor Co. 

The contents of the various types of personnel records can be ex- 
plained by consulting reproductions of some of the recommended forms. 
Some samples of such forms have been reproduced previously for refer- 
ence.'^ It must also be emphasized that, as the factors determining the 
extent and size of personnel records vary, so must the records of a par- 
ticular company be modified in order to meet the needs of that company. 


Routine and Use of Personnel Records. — A somewhat typical pro- 
cedure starts when the prospective applicant presents himself at the em- 
ployment office for consideration. He is asked to fill in an application 
blank. When this is done, he meets the interviewer, who verifies the in- 
formation and possibly gives the applicant an employment test for the 
work. If the applicant impresses the interviewer as being a good man, 
and if he passes the employment tests, his references are investigated. In 
the meantime the applicant is asked to return at some future hour or 
day. 

If the references report favorably, the interviewer looks over his 
requisitions for employees, and if a job is available which fits the ap- 
plicant’s qualifications, he sends him to the medical department for an 
examination, the results of which are recorded on the physical examina- 
tion record. His medical record is then started. If he qualifies physically, 
he returns to the emj^loyment department. The applicant and the inter- 
viewer then complete the application and employment agreement. The 
employment department next fills out the employment slip and sends the ■ 
employee with one copy of it to the foreman or head of the department 
which made the requisition. The foreman usually starts the slip in tripli- 
cate, keeps one copy, sends two to the emplo}inent department, which in 
turn keeps one copy and returns one to the foreman who, when the em- 
ployee has reported for work, sends it to the payroll department. 

See chapter on Records in attthor’s Applied Personnel Administrationj New York 
John Wiley & Sons, Inc., 1931. 
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Figure 5J. Personnel Record Card (I.B.M.) used by Caterpillar Tractor Co. 
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As soon as the employee has reported for work, the personnel depart- 
ment makes out a personnel record for him, and files it in its proper place. 
The personnel record contains the record of each individual employee, and 
a general record of the things that might affect the work of that employee. 

After the employee has been on the job for about three months (in 
many plants, six months), the personnel department fills in his name on a 
progress report or rating scale (similar to those given in the chapter on 
Personnel Ratings), and sends it to the foreman or department head of 
the employee for a rating. As soon as the rating is returned to the per- 
sonnel department, it is transferred to the employee’s personnel record. 
This gives the personnel office a constant check on the production, per- 
sonality, and attendance of the worker. Subsequent promotions, raises, 
and transfers to various jobs in the same department, and other relevant 
information reported by the foreman and other supervisors, are recorded 
on the employee’s personnel record. 

Periodically (daily in large industrial companies), the employment 
department makes a report on the status of the employment and the 
condition of the force. Likewise, periodically the medical section of the 
personnel department makes a report on the health of the employees. 
Should an accident occur in the plant, the safety engineer or officer, who 
usually reports to the director of personnel, makes a complete accident 
report. This gives a detailed history of the accident and its subsequent 
relations to the worker and to the company. Workmen’s compensation 
laws, in force in practically all states, usually provide for a definite form 
of report, on which are recorded the details of the accident and the rate of 
compensation to be paid to the employee. After the accident report is 
completed in quadruplicate, a carbon copy is retained in the safety office, 
the original and one copy are sent to the proper industrial board or 
agency, and another copy is sent to the officers of the company. An acci- 
dent record is made out for the man receiving the injury. If subsequent 
accidents occur to the same man, it may be necessary to drop him. Thus, 
the accident record may prevent keeping on the payroll a man who is 
unsafe both for himself and for the company. Periodically the safety 
department issues an accident summary. This is usually given out once 
each week, but in some companies, only once each month, its purpose being 
to keep the management informed as to the safety of the working force. 

On the training record, usually just a part of the main personnel 
record, are kept the ratings and the grades received by the person taking 
training courses. The training report, which is a composite of training 
records, is intended to give the personnel director and the officers of the 
company a concise survey showing the results of the activities in the 
training department. Copies of this are made out and are sent to various 
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executives including the director of personnel, one copy remaining in the 
training office. Other training records are used by this department, such 
as registration cards for the courses and grade reports on the students 
from those in charge of the work. 

Personnel service records vary with the activities of the companies, as 
do the personnel services for employees. If a company has a benefit asso- 
ciation, the employee is asked to fill out a benefit application and record. 
If it has a profit-sharing plan, he fills out a profit-sharing form. Insurance 
and pension records are kept in a like manner, and usually conform to 
those used by insurance companies in maintaining the insurance and the 
pension plans. If the pension plan is under the supervision of an insur- 
ance company, the forms are usually obtained from that company. 

The personnel service report, usually in letter form, is a statement of 
the activities of the personnel service department and of the results ob- 
tained by that division. This report includes, in addition to the status of 
the service plans, the results of the savings plan of the company, as well 
as information concerning the publishing of the plant paper, insurance, 
etc. 

In all of the foregoing discussion, little has been said about many of 
the records used by various divisions of the personnel department There 
are always a number of incidental forms, such as transfer and promo- 
tion slips, which are necessary. They are of such a nature that they can 
be made oiit very easily, and for that reason are not given in this discus- 
sion. 

Responsibility for making and keeping records lies mainly with the 
company through the personnel department. More than 90 % of this 
responsibility rests with the company, which must stand the burden and 
the loss if the records are not properly used. 

Past experience with personnel records shows that the trend is toward 
centralization and the cumulative individual record. If personnel records 
are not centralized and put under definite responsibility for maintenance, 
they will probably fall short of usefulness. If record-keeping is main- 
tained as an “extra” job, it will often be done half-heartedly, and the 
records will not be kept up to date. Of course, in a small company, 
record-keeping may have to be combined with other duties, but the 
responsibility should be accepted and placed definitely, and time should be 
allowed for it. If an employee knows that recognition for good work 
and extra effort will be recorded, it often provides him with an incentive. 

Centralization of records results in a clearing house for personnel in- 
formation. The foreman, the doctor, the safety director, and many others 
may each have important information about an employee, but unless this 
material is centrally available, the employee may be considered from only 
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one point of view. When the management considers an employee on any 
issue, pertinent information from all sources should be readily accessible. 

Another important point is that an employer should know his status 
with respect to his individual development, present status, improvement, 
and prospect for future growth. The cumulative record which furnishes 
a continuous story of an employee from the earliest possible time to the 
present is an effective indicator, and by consulting it, the employer can 
plan more definitely the development of the employees. 

The record system should, by all means, be used sufficiently to warrant 
its maintenance. Moreover, responsibility for the preparation of the sum- 
marized information should rest with the person in charge. Rules about 
the use of and access to such records are also necessary. At the outset, 
companies should make sure that additions to the records and record 
system can be readily made, that the upkeep is at its minimum and not 
out of proportion to the use, and above all that the records are being 
used. 

Many methods of keeping records and numerous kinds of record cards 
are in use. The vertical filing system, in which cards, folders, and enve- 
lopes are filed vertically, seems to be the most general practice. The use 
of visible systems has been increased in recent years. The records are 
so arranged that pertinent information is readily visible without removing 
the forms from the file. Where excessive tabulation and sorting of infoiv 
mation is done, special systems, such as the Findex, the Hollerith, the 
Powers, and the McBee-Keysort systems, have been found very valuable. 
But first and last, the cost of the records should be commensurate 
with their need and use. 



CHAPTER 10 


PERSONNEL TRAINING AND EDUCATION 

Adequate training is the desire of most employees. It is known in 
industry that the better trained the employee is, the more efficient his work 
and the better his product will probably be. Corporations realizing this 
fact have established and are establishing training and educational pro- 
grams. Training may be divided into that within the organization and 
without. Training actually done by the company consists of training the 
new employee to do his job and old employees how to assume better jobs 
or perform their old jobs more efficiently. Training and education outside 
the company are accomplished by educational institutions such as public 
schools, trade schools, business colleges, night schools, and universities. 
Training and education of employees, foremen, and supervisors within 
the organization have been popular with corporations for many years as 
they are related directly or indirectly to the production of the company. 
Outside training and education, as are given through public schools, are 
broader, more theoretical, and more basic. 

A complete training and educational program for a company involves 
(1) training, (2) educational activities, and (3) cooperation with schools, 
colleges, and governmental organizations. These functions are usually a 
part of the personnel relations department of a company. In a large 
company the training and educational functions are typically organized 
under a director of training and education, as shown in the chart (Figure 
52) . In a small company the personnel relations manager often handles 
training as a part of his duties or an official of the company does it in 
conjunction with other functions. Dodd and Rice ^ have given a good 
chart of the training organization and procedure of the Carnegie-Illinois 
Steel Corporation. 

Training 

The employment department in its introductory interview tells the 
prospective employee about the job, the company, its history, and its 
standing policies. This constitutes his first training within the company 

^ A. E. Dodd and J. O. Rice, How to Train Workers for War Induslrics, New l^ork. 
Harper & Bros., 1942, p. 240. 
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Figure 52. Chart of Educational and Training Functions 
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from job analyses, employee handbooks, safety rule books, and other 
similar 'sources. The employee handbook usually contains a brief history 
of the company, a list of officers, and information about working hours, 
vacations, first-aid stations, company insurance or benefits, saving plans, 
and rules and regulations. After this preliminary information is given to 
the applicant, the real training procedure begins. 

The most common types of training are : 

1. Job training 

2. Apprentice training 

3. Foreman training 

4. Executive and special training (as salesmen, accountants, engi- 

neers, etc.) 

Job Training. — ^Every company has the responsibility of training its 
employees on the job; of instructing the new worker how to do his job. 
The new employee cannot be expected to know how to do a particular j ob, 
even though he may have had experience in another company. One com- 
pany may not do the job just as the other company did. Years ago when 
an employee came to a company for a job, he usually knew his trade com- 
pletely and was even required to own and supply his tools. Today most 
companies furnish everything connected with the job as well as instruct 
the workers how to do their jobs. More and more managements are 
assuming the responsibility of knowing how jobs should be done and 
teaching the employees how to do them. 

Some of the most important reasons for job training are: (1) to in- 
crease the quality of the product, (2) to break in new men, (3) to de- 
crease spoilage, (4) to increase production, and (5) to decrease acci- 
dents.^ 

Greenly has proved the value of training, Figure 53, by showing the 
decrease in minutes required for shear knife change because of training 
and the large amount made or saved by that training. 

Many methods are used for administering job training. The most 
prevalent is training on the job by foremen, experienced workers, and 
special instructors. The vestibule school, which was introduced during 
World AVar I, is still found. Written instructions and meetings are used 
as supplementary job training and take the form of letters, textbooks, 
manuals, bulletins, newspapers, magazines, and standard practice instruc- 
tions. Meetings take the form of lectures, conferences, demonstrations, 
clinics, motion pictures and inspection trips. 

(f “Job Training in Industry,” Employment Service News, 1938. Also, Cecil E, Goode, 
A SurTJcy of Job Training Programs in Industry (unpublished thesis), Purdue University, 




Figure S3. Chart Showing Saving in Time by Training. 

This graph illustrates the time reduction in changing shear knives by trauiing for 
care of knives, get ready organization, how to set up knives, how to adjust knives, and 
necessity of coordination of crew efforts. Results: 13 minutes saved X minutes labor 
cost X average number of changes — $1,740 per month or $20,880 per year. 

(R. J. Greenly, “Job Training,” N.A.M. Labor Relations Bulletin, January, 1941, 

P. 7.) 

One of the excellent job-training programs was the Job Instructor 
Training Program of the Training Within Industry branch of the War 
Manpower Commission in World War II. After much study and 
preparation, streamlined methods of training a worker for his job were 
worked out. The steps are : ^ 

How TO Get Ready to Instruct 
To instruct a new wmrker or an experienced one on a job — 

Have a Plan 

Flow much skill you expect him to have, and liow' soon. 

Analyze the Job 
List principal steps. 

Pick out the key points. 

Have Everything Ready 

The right tools, equipment, and materials. 

HavethclVorkPlaceProperlyArranged 

^ Job Instructor Training Program, War Manpower Commission, 1942, 
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How TO Instruct 

Step 1 — Prepare 

Put him at ease. 

Find out what he already knows about the job. 

Get him interested and anxious to learn the job. 

Step 2 — Present 

Tell, Show, Illustrate, and Question carefully and patiently. 

Stress key points. 

Instruct clearly and completely, taking up one point at a time 
— but no more than he can master. 

Check, question, and repeat. 

Step 3 — Perform 

Test him by having him perform the job. 

Have him Tell and Snow you ; have him explain key points. 

Ask questions beginning with Why, How, Who, What, When, 
or Where. 

Observe performance and correct errors. Repeat instructions 
if necessary. 

Step 4 — Follow Up 

Put him on his own. 

Check frequently to be sure he follows instructions. Encour- 
age questions. * 

Get him to look for key points as he progresses. 

Taper off extra coaching and close follow-up until he is quali- 
fied to work with normal supervision. 

If the worker ii.^sn’t learned, the instructor hasn't taught. 

These steps, used in instructing job instructors, were demonstrated by 
means of tying the fire underwriter’s knot, as explained in Job Instructor 
Training The demonstrator first told the prospective job instructor 
how to tie the knot. By telling, alone, it could not be learned. Then, he 
showed him, and again he did not learn it by the showing alone. Finally, 
the demonstrator went through the steps, as outlined, and the prospective 
job instructor learned how to tie the knot. Then, the prospective in- 
structor was asked to take a job in his department or plant and teach it 
by those steps. When he proved to the demonstrator that he could teach 
a job by those steps, he was given a job instructor certificate and was 
asked to teach others to be job instructors. This method helped prepare 
many thousands of job instructors during World War II. Training 
Within Industry also included Job Relations, Training and Job Methods 
Training Programs similar to Job Instructor Training. 

^ Training Sessions Outline and Reference MatcriaK Training Within Industry, Labor 
Division, War Production Board, Washington, D. C., 1942, pp. 38-39. 
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Another good method of training, which has been set up in many 
companies, is the vestibule school. These schools usually give training in 
skilled work where failure of performance may bring about large waste 
and damage to the machine. This training is usually carried out in a 
separate room, or vestibule, in a department or plant. In some cases this 
instruction is given on the machine or in the department where the work 
is actually to be done. In the vestibule school, it may be given either by 
a special instructor or by the foreman, usually the former. In all this 
training, thoroughness to the last degree is important, a characteristic 
that is often directly related to the turnover of the particular job. 

Apprentice Training. — ^Apprentice training provides extended train- 
ing in trades that require a greater degree of skill than is required for 
most manual work in industry. Apprentices are usually young persons, 
sometimes still in public schools. Sometimes part of their time is spent 
upon the job, for which they are paid, and part of their time is spent in 
classes, either in public schools or in the plant. The training period 
usually extends over several years. Apprentices are given aid in master- 
ing their jobs by means of interviews, standard practice sheets, inspection 
trips, and demonstrations in addition to part-time classes and training on 
the job. 

There are some jobs in an industrial plant that cannot be learned 
effectively through the regular job-training program. These jobs or occu- 
pations must be learned over an extended period of time, often aside from 
the regular pi*oduction process. The apprentice program takes care of 
such trades. The need for apprentice training has been felt more since 
immigration virtually cedsed, thus decreasing the relatively skilled labor 
supply. 

The apprentice programs of the Carnegie-Illinois Steel Corporation 
of the United States Steel Company is an example of such training." 

Labor unions have also developed and established standards of ap- 
prenticeship. The International Association of Machinists ® — one of the 
old , responsible unions — and representative employers of St. Louis and 
vicinity have jointly developed standards of apprenticeship. These stand- 
ards were approved by the Federal Committee on Apprenticeship of the 
United States Department of Labor. This committee of the Department 
of Labor registers, approves, assists with, and promotes apprenticeship in 
this country. Those interested in starting an apprentice program of this 
nature can receive help from this committee. 

Carnegie-Illinois Steel Corporation, Apprentice Training, Pittsburgh, November, 

1936. 

® Machinist Apprenticeship Standards, jointly developed by representative employers 
and the International Association of Machinists, District No. 9, St. Louis, 1941. 
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Foreman Training.— An important problem is to maintain the per- 
sonnel from whom to choose men to take the place of foremen who are 
promoted, transferred, or leave the company, .Because foremen are key 
representatives of management and because the success of the foremen s 
departments rests largely with them, the training of foremen has been 
recognized as a necessity by the leading progressive companies of today. 
Most companies do not go outside their organization for new foremen. 
Many maintain a supply through training subforemen, bosses, and general 
employees. Company contact with high schools is a means of obtaining 
foreman material. Some of the larger companies have a regular policy 
of taking grammar school graduates for skilled workmen, bosses, and 
subforemen; high school graduates for foremen and supervisors; and 
college graduates for engineers, accountants, and other executives. Edu- 
cation and industrial management were working somewhat closely to- 
gether just before World War II. The program for training employees 
to be foremen is often carried out in a definite set course. It often ranges 
in some companies from four months, one hour a week ; to two years, two 
hours each week. The men to be trained are selected by the executives in 
charge of employees, with the aid of the personnel and training depart- 
ments. The subjects taught may include the scope of the work, elimina- 
tion of waste, history and development of the particular company and 
department, personal efficiency, first aid, working conditions, and many 
others. 

If a company employs high school graduates for prospective foremen, 
the training problem is different from that of preparing for the sub fore- 
men, who may have had little or no formal schooling, or even from that 
of training the foremen with the idea of encouraging them to be more 
efficient in their work, A training course for high school graduates also 
involves practical training in the work of the department. In many com- 
panies these graduates are assigned to various jobs and divisions of work 
in the department until they know something about every phase of the 
work. Often they are assigned to only one job, are taught how to do it 
efficiently, are then promoted to the next higher job, and so on to the 
foremanship. This training is concerned, for the most part, with job 
instruction and training in a particular kind of work. Training the fore- 
man in the duties of his job and of that just ahead of him is a delicate and 
difficult task, because the purposes of the training cannot always be made 
evident. If a man takes the foreman training course and is told that he is 
being trained for a better position, he may expect to be promoted upon the 
completion of the course, and difficulties may arise if he is not. 

The methods used in regular foreman training include conferences— 
the conference method — di.scussion groups,' foremanship courses,, lectures. 
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and books of instructions and facts especially written for this purpose. 
The conference and discussion groups are the principal methods used 
today. They are usually scheduled once every two weeks at a regular time 
with a definite subject of discussion planned in advance. Generally, an 
especially trained leader,^ often one of the officials of the company, is 
selected by the training department to start and lead the discussion on an 
assigned subject. Then the foremen discuss favorable and unfavorable 
experiences bearing on the subject under consideration. The president of 
the company sometimes gives the first talk, and in turn the other officers 
of the company follow, until the foremen are well acquainted with all the 
officers. Interest is kept up and attendance maintained in this way. Care 
should be taken to make the foremen feel that they are not being “lec- 
tured,’’ but that they are attending a conference in which they are a defi- 
nite part and that their experience is important in making a real contri- 
bution to the discussion. 

Usually the more the foreipeii participate, the better will be the results 
to the foremen and to the company. An excellent example of good fore- 
men participation is that of Congoleum-Nairii Incorporated. This com- 
pany asked its foremen to come together to discuss the objectives of fore- 
men or supervisory training and to draw up a statement of objectives, 
definitions, and results. The following policy resulted : 

The Congoleum-Nairn Inc. Policy of Supervisory Training 
I — Objective 

The objective of our supervisory training program is to 
develop managerial ability, not only in high ranking super- 
visors but in all ranks including the so-called “straw boss,”_ 
by cultivating qualities of leadership, self-reliance and sqund 
judgment in the direction of men, the operation of machines, 
and control of materials. 

II — Definition 

The foundation of our supervisory training policy is, .suc- 
cessively from top to bottom, setting an example in delegating 
responsibility for results to all members of the line super- 
visory organization. New operating and supervisory tech- 
niques from various sources are made available, and are 
developed, accepted or rejected, after actual trial by line 
organization supervisors. Those accepted are developed to a 
point of practical application and are employed in a continu- 
ous systematic manner. 


/^See Report of Trammg Conference for Training Conference Leaders, Detroit Edi-son 
Company, Detroit, Michigan. 
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III — Results 

This training policy has resulted in the development of super- 
visors who are successful in improving human relations and 
capable of effectively controlling the numerous factors which 
influence quality, cost, production and waste following well- 
defined line organization procedure. 

In this company the foremen make special studies of assigned subjects 
and report on them in the conferences. All are asked to take part in dis- 
cussing the subject and add their experience. The subject is written up 
and mimeographed for all foremen. 

Some companies take special subjects and have intensive courses on 
those subjects. Servel, Incorporated had a series of foremen conferences 
on industrial economics with the following subjects: 

Industrial Economics Series of Foremen Conferences 
Servel, Inc., 1938-1939 

1. The Relationship of Management, the Employee, the Stock- 

holder, the Customer,, and the Government 
Management and the Customer 

2. Customers and Sales Promotion 

3. Research as Related to Sales 

4. Price and the Customer 

5. Profit and Surplus 
Management and the Stockholder 

6. Capital — the Means of Setting Up the Job 

7. Dividend — Rental Paid for the Use of Money 
Management and the Government 

8. Government Services — a Necessity to Industrial Enterprise 

9. Taxes — Payment for the Services of Government 
Management and the Employee 

10. The Employee’s Services in Industrial Enterprise 

11. The Employee’s Wage — His Return from the Enterprise 
M anagement 

12. Management — What It Is and What It Does 

Today, highly organized companies have production and industrial 
engineering departments to lay out and schedule production, and to set 
rates : methods departments to establish the methods of doing the work ; 
engineering departments to take care of the machinery for doing the 
work ; and other specialized departments ; so the foreman has left as his 
principal job that of managing his men. Therefore, in recent years many 
companies have centered their foreman conferences on the subjects of 
handling men. Below is such a course used in a number of companies : 
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Foremen Conferences 

1. Personnel Relations Policies 

(a) Employee Handbook 

(b) Labor Contracts 

(c) Labor Laws — National Labor Relations Act and Wage 

and Hour Bill 

2. Job Descriptions 

3. Judging Employees — Merit Rating 

4. Organization of Employees — Preparing Organization Chart 

and Planning the Work 

5. Selection, Transfers, Promotions, and Layoff — Interviewing 

by Comparisons 

6 . Dealing with People — 

(a) Getting the Reason Why of Human Behavior 

(b) Individual Difference, Environment and Heredity, Human 

Assets and Liabilities, Wants, etc. 

(c) Emotions and Their Uses 

(d) Assistance on Personal Difficulties, such as Financial, 

Loans, Thrift, etc. 

(e) How to Interview Employees 

7. Morale — Finding It and Doing Something About It. 

8 . Handling Grievances and Suggestions 
(a) Use of Praise and Blame 

9. Training Employees 

10. Safety from the Employees’ Viewpoint 

11. Business Conditions of the Company 

12. Industrial Economics 

111 many small companies, especially in the Middle West, the foreman 
is still “master of all he surveys,” even to the selection of his employees. 
The following outline of the foreman’s personnel job ® has been followed 
in a number of plants: 

1. Work up job descriptions, then write job specifications. 

2. Develop a sound organization and make a clear chart of it. 

3. Employ best operators by developing good sources of supply. 

4. Interview applicants, and base selections on facts about them. 

5. Train employees on the job and provide capable understudies. 

6 . V''ork up a good self-training program in foreman management. 

7. Keep records, rate employees, and discuss progress with them. 

8 . Provide systematic plans for both promotions and layoffs, 

9. Give employees a written separation record when they leave. 

® See the special section "The Foreman’s Personnel Job,” by the author, in Factory 
Management and Maintenance, June 1939, p. 69, etc., for discussion of the.se subjects. 
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10. Encourage new ideas and develop an employee suggestion plan. 

11. Consider individual differences and prevent worker grievances. 

12. Help those in his department to stay healthy and keep safe. 


Although the conference method entails considerable discussion, the 
discussion groups of a training program usually contain a smaller number 
of foremen who meet regularly and are led by one of the foremen. They 
discuss their own departmental problems as well as those of the company. 
The training department or manager usually sees to it that the leader has 
a good subject and adequate information about it. Such a group discus- 
sion plan works well even in large factories, where a large number of 
foremen may be divided into smaller groups according to departments or 
subjects to be discussed. An occasional talk by an officer of the company 
or by the director of training has been found helpful. Little or no formal 
study may be required in the discussion groups other than that furnished 
by the leader. 

Foremanship training courses usually require study of a textbook and 
written work as part of the course. The training director or one of his 
assistants is usually the instructor. Regular wmrk can be assigned and 
credit or recognition given for successful completion. One company gave 
a well-worked-out foremanship training course, using Personal Leader- 
ship in Industry by Chartres and Craig as the textbook.*’ Subjects espe- 
cially selected were given by the training director, by his assistant, or by 
an official of the company. 

Lectures are a broadening feature of programs in foreman training. 
Outside speakers are brought in to talk on subjects of special interest and 
on topics similar to those outlined under foremanship training courses. 
Extension departments of schools and universities can be relied upon to 
furnish some of these lecturers. One company asked its foremen to select 
the most outstanding speakers in this country on the subjects desired, and 
then proceeded to secure them for an excellent foremen’s program. 

A book of instructions and facts for foremen is also an effective 
method of training foremen. It is usually a booklet printed by the com- 
pany with articles on the following subjects : employment, absenteeism, 
company insurance, company insignia, medical service, workmen’s com- 
pensation, housing, training, safety, time and timekeeping, employee serv- 
ice, savings, employee clubs, sales of stock to employees, recreation,, 
etc. ^ 

In recent years foremen’s letters have been used in some companies to 
give to foremen weekly, ‘biweekly, or monthly current facts about the 


T this purpose are: A. L. Kress’ Fundamentals of Foremanship, and 

J. K. Walters Modern Management, John Wiley & Sons, Inc. 
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company and the problems of the foremen. The American Rolling Mill 
has found this very worth while. In one division of Revere Copper and 
Brass Incorporated 171 foremen were asked how they wished to have the 
information they desired presented to them; letters to foremen were the 
choices of 70%. In general, a good way to find out what foremen want 
and need is to ask them. The Young Radiator Company of Racine, Wis- 
consin, also has found letters to be a good means of transmitting informa- 
tion to foremen, ■ 

Executive Training. — ^As old rule-of-thumb methods are gradually 
disappearing from industry, the “hard-boiled” executive who had but 
little culture and education is being replaced by the man with leadership 
and intelligence. The new executive is often cultured and usually leads his 
men instead of driving them. An additional means of teaching such 
leadership is by executive training. The responsibility for this training can 
be placed on the training department, if the company is large enough 
to have one, or on the company officers in a smaller organization. 

The more general and cultural subjects are often given, as these men 
usually already know the practical side of the business. The employment 
and handling of men, trade knowledge, how to teach and lead others, 
knowledge of the company and its policies, public speaking, economics, 
design, and research are all subjects which can be considered. Of course, 
much of this is self-training by the officers themselves, usually not done 
on company time. Some companies rotate their executives in different 
executive positions as a means of training. 

Some of the larger manufacturing concerns maintain night schools for 
executive training. These are often taught by the chief officers of the 
company, and sometimes by professors from nearby colleges and other 
schools. Then, too, a regular four-year course is given by a few com- 
panies to exceptional men chosen by the training department or by the 
particular department in which they are working. An example of such 
a course is the four years’ industrial course in Commercial Engineering 
of the Westiiighouse Electidc & Manufacturing Company. 

A great number of executives in established industries are college 
graduates who have gone through company training and, by much routine 
and hard work, have reached executive positions. Many industries are 
realizing that many of the future executives may be college men, and 
therefore have organized plans for recruiting and training university 
graduates, and go periodically to the technical and arts colleges and uni- 
versities for their executive material. The training of these men usually 
takes the form of a college apprentice course or a student course, which 
customarily lasts about a year, but in various companies it may range 
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from four months to three years. Young men of exceptional ability and 
intelligence already with tlie company usually are also admitted. 

College graduate training courses usually shift the men from one 
department to another until the entire company has been studied. Inten- 
sive instruction in each department is given from both the practical and 
theoretical standpoints. Lectures by company officials and outside ex- 
perts ; executive conferences ; committees of executives to handle special 
problems, inspection trips to other companies, museums, trade exhibits, 
and society meetings, dinners and clubs ; and correspondence courses aid 
in this educational procedure. 

These courses for college graduates have proved satisfactory when 
they have been well thought out, and when the graduates have been 
placed in work for which they are best fitted and in which they can use 
and take advantage of their college training. The final job assignment is 
made according to each graduate’s interests and achievements in the 
training program. Courses that have been made competitive with in- 
centives based on effort have been most effective. A raise in salary is 
given to those men who received high grades on both their apprentice 
study and work. The training program for college graduates and selected 
employees in Revere Copper and Brass Incorporated is an example of 
such a course.^^ 

Rapid advancement is sometimes given to those who complete the 
course, as those selected employees have often been found to be broader 
thinkers, quicker to grasp new situations, and more intelligent leaders. 
Poor results with college graduates are sometimes caused by the fact that 
companies keep them on routine work too long, or on work in which they 
cannot make proper use of the training which they have received in 
college. 

Education in Industry 

Cultural and theoretical education is provided by schools and colleges, 
but practical education is left largely to industry. As the character of our 
national life is industrial, this practical education becomes more and more 
important, and its effect on our theoretical educational programs becomes 
accentuated. In the case of this practical education, the theory of specific- 

The following companies have had experience with organized training programs for 
college gradnates: American Rolling Mill Company, General Electric Company, Ingersoll- 
Rand Company, Bailey Meter Company, American Telephone and Telegraph Company, 
Goodyear Tire and Rubber Company, Standard Oil Qjmpanies of New York and New 
Jersey. Westinghouse Electric & Manufacturing Co., E. I. du Pont de Nemours and Co., 
Commonwedth Edison Company, Revere Copper and Brass Incorporated, and Aluminum 
Company of America, etc. 

For description see T/ie Revere Training Program for Technical Graduates and 
Selected Employees, Revere Copper and Brass Incorporated, Rome, N. Y. 
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ity should be considered. If the education or training is to apply specifi- 
cally to the product of the company, the training should be given by the 
company or industry. If it does not and if it is of a general nature, it 
should be handled by public or other schools. 

Industrial training is concerned with preparing, or improving the per- 
sonnel in the performance of their jobs, occupations, and professions 
within a plant. Training is to a greater extent the function of the com- 
pany than is education ; however, the need for also engaging in education 
in industry is more important than a few decades ago. Education is con- 
cerned with giving employees general preparation, skills, attitudes, and 
knowledge — to aid in meeting general industrial or life problems. 

Industry is coming to realize the need for education as well as train- 
ing within its own ranks. Therefore, this type of instruction has grown 
rapidly in recent years. Much of the instruction has been handled by 
specialists within the companies, who have had the practical experience 
so necessary in industry and who understand the value of instruction in 
the practical phases of the work of the company. Those subjects are 
taught which can be used and applied directly or indirectly to the work. 
The courses often are given at night by an instructor from within the 
company. These teachers are heads of departments or employees who 
have had special or expert training in the subject. For example, courses 
in mathematics are taught by men who have specialized in college mathe- 
matics, who have the qualifications of personality and intelligence essential 
for good industrial teachers. 

In some companies, where continuous operation is necessary, home 
study or correspondence courses are given or encouraged in nearby 
schools. One large electrical company encourages all its employees to take 
correspondence courses, or, if this is not possible, to follow some other 
course of study. Courses given in home study and night classes vary 
according to the company. The subjects which were offered to employees 
by the Philadelphia Rapid Transit Company, either in evening classes or 
by correspondence, are: The Electric Railway Industry (which inchides 
a series of lectures on the work and theory of the different departments 
of the company) ; Plandling Men; Public Relations; the A B C of the 
Electric Car ; the Gas Electric Bus ; Storage Methods ; Blueprint Read- 
ing ; Mathematics ; Fundamentals of Electricity ; Stenography ; and Pub- 
lic Speaking. 

Naturally, the opportunities for study provided by a particular com- 
pany will vary according to its needs. A very effective method of deter- 
mining this is to make a survey of the educational wants and, needs of the 
employees by distributing questionnaires to the employees. The results 
of the survey serve as a start in establishing a company educational pro- 
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gram and show what the men think is needed with reference to their edu- 
cational background. 

Education in industry should be correlated wdth that of the schools and 
colleges. If a company is located in a city where there is a school or col- 
lege offering courses which its employees may take, participation should 
be encouraged. If the material can be obtained at a local institution, it 
should not be duplicated by the industry, provided it is accessible to the 
emplo3^ees of the company and not prohibitive because of high entrance 
requirements. Sometimes this latter objection cannot be eliminated, and 
it may be necessary to give the course in the industrial company. In some 
cities, schools and colleges hold regular night schools for industrial em- 
ployees, with regular four-year courses leading to a college degree. The 
instruction should be of a high caliber and of the same grade as that given 
in the regular day schools. The slogan “Learn while you earn” is becom- 
ing more and more popular in industry, and educational programs have 
grown very rapidly, until today they embrace a large number of courses 
and activities. 

The General Electric Company and the Westinghouse Electric & 
Manufacturing Company have developed extensive training programs 
and educational opportunities. Also, General Motors Corporation has the 
General Motors Institute, which offers a wide variety of courses and 
types of training to its employees. 

There are various kinds of education in industry and business. The 
company library has now become educationally important. Company 
libraries are maintaining a classified list of books, pamphlets, bulletins, 
and magazines not only on subjects in which the company is interested, but 
also on general subjects which may advance the employees generally, 
theoretically, and culturally. It is interesting to note that in some com- 
panies nonfiction is more popular than fiction. Books on subjects relating 
to the company seem to be more in demand. The smallest requirement of 
the company library is that it contain an up-to-date classified list of books 
on the subjects with which the company is particularly concerned. 

Quite often, the library is advertised as a place to spend an hour or so 
in useful recreation. Special requests for information may be sent to the 
librarian, who secures and puts the material into useful form and sends it 
out to the employee. Or circulars, pamphlets, and bulletins are scanned 
and routed to the persons who are interested in specific subjects. Reading 

_ R, Stevenson, Jr., M. M. Boring, and T, C. Johnson, “The Educational and 

Training Program of G.E.,” Mechanical Engineering, March, 1942, pp. 217-219. 

Westinghouse Electric & Manufacturing Company, Westinghouse Training PrO' 
grams and Educational Opportunities, Pittsburgh, Industrial Relations Department. 

‘ See General Motors Cooperative Training Proj/rom, General Motors Institute, 
Detroit, as an example; also its Eiiecutive training manuals. 
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courses can be planned for those who wish them. For example, if the 
employee desires a course in accounting, the library may refer him to a 
series of books that treat accounting in its most elementary form and 
gradually lead up to an advanced treatment of the subject. This proce- 
dure has been found very profitable. In larger industrial companies, divi- 
sional branch libraries have been established containing books especially 
adapted to the work of the particular branch in which they are located. 

The Jones & Laughlin Steel Corporation and Revere Copper and 
Brass Incorporated have prepared complete textbooks on the manufac- 
ture of their products for those who wish to study them, which is helpful 
to foremen and employees who want information about their company 
and its processes. 

Americanization is a phase of educational work in industry which re- 
quires a great deal of attention by those companies whose employees con- 
sist largely of those from other lands. In such cases it may be necessary 
to establish courses in spoken English, in the customs of the country, and 
other subjects. And even though foreign-born workers may speak fairly 
well, they may not be able to read and write, and should be offered such 
“Americanization” or “English” courses. 

Another phase of education in industry concerns the development and 
maintenance of desirable attitudes in workers, a function of education 
that is being recognized by more and more industrial leaders. The mold- 
ing of attitudes is approached from two directions: employee relations 
and public relations. To a large extent the two objectives of inculcating 
attitudes are interdependent. Healthy employee attitudes make for better 
public relations and the realization of better employee relations, because 
the personnel represents a section of the public and because means of 
attitude-transfer from one individual to another are so effective. The 
, theory that employees who are happy in their social relations outside the 
work situation are better employees inside the plant prompts some indus- 
trial organizations to offer such information as budgeting personal 
finance, recreational activities, etc. 

Workers’ Education in Labor Unions 

For many years some labor unions have had training and educational 
programs for their members. Probably the most notable is that of the 
Educational Department of the International Ladies’ Garment Workers’ 
Union,^^' which was established in 1917. The extent of its activities can 
be easily seen from the summaries for 1935-42 as shown in Figure 54. 

Educational Department, International Ladies Garment Workers’ Union, The 
Twenty-fifth Year, New York, Annual Report, May 31, 1942. 
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SUMMARY 1935-1942 



Locals & 
Jt. Bds. 
Partici- 
pating 

Study 

Classes 

Classes and Groups 

Dra- Ath- 

Music matics letics Gym 

Danc- 

ing 

Total 

Groups 

Total 

Participants 

1935-36 

59 

293 

55 

33 

51 

54 

21 

507 

15,000 

1936-37 

76 

317 

44 

37 

51 

71 

33 

553 

20,000 

1937-38 

75 

309 

70 

37 

37 

84 

37 

620 

22,050 

1938-39 

74 

268 

117 

74 

59 

100 

59 

673 

16,464 

1939-40 

76 

261 

120 

80 

50 

142 

50 

703 

17,000 

1940-41 

79 

290 

103 

42 

41 

172 

56 

704 

16,800 

1941-42 

87 

494 

102 

30 

116 

168 

58 

968 

19,887 


INSTITUTES AND SCHOURSHIPS 


Year 

ILGWU 

Institutes* 

Number Students 

Scholarships 
at Labor 
Schools 

1935-36 

8 

280 

11 

1936-37 

5 

164 

23 

1937-38 

3 

140 

17 

1938-39 

4 

208 

12 

1939-40 

4 

205 

3 

1940-41 

4 

230 

5 

1941-42 

5 

264 

4 

•Held at Brookwood Labor College and the South- 
ern, Hudson Shore and Wisconsin Summer Schools 
for workers and from 3 to 14 days in duration. 


Figure 54. Summary of Activities of the Educational Department of the 
International Ladies’ Garment Workers’ Union 

The activities of the twenty-fifth year show : (a) classes in English, 
current events, new members’ classes, first aid, home nursing, nutrition, 
citizenship, parliamentary law, public speaking, labor problems, trade 
union methods, arts and crafts, foreign languages, economics, journalism, 
and psychology ; (b) institutes at the University of Wisconsin, Hudson 
Shore Labor School, and iii New York City ; (c) tours ; (d) lesson mate- 
rial service; (e) publicity; (f) public relations; (g) publications; (h) 
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trade union service documents ; (i) pamphlets; (j) athletics; (k) choral 
activities. The locals of this union carry on many of these activities ; 
many have their own journals and libraries. 

Other unions which have educational programs are the Amalgamated 
Clothing Workers of America and the United Automobile Workers of 
America. The United States Department of Labor and the state depart- 
ments of labor also assist many unions in their educational programs. 

Some persons in workers’ education in labor unions contend that 
much has been said in the past about education for workers and not 
enough has been done by workers ; and they think that stress should be 
put on the quality of such education rather than the quantity. Workers’ 
education among unions and the public is promoted by such agencies as 
the Workers’ Education Bureau of America, the American Labor Educa- 
tion Service, and the Workers’ Service Program of the W.P.A, The 
Workers’ Education Bureau (W.E.B.), officially recognized by the 
American Federation of Labor, described its purpose, control, and serv- 
ices in 1942 as follows: 


Purpose 

The purpose of the Bureau, as originally conceived, in 1921, was to 
serve as a clearing-house of information and guidance in the devel- 
opment of workers’ education in the United States. While maintain- 
ing this original aim, and enlarging its activities to meet new needs, 
the Bureau has also, during the past nineteen years, become the 
recognized agency through which the Federation of Labor carries on 
a workers’ educational program for its members. 

Control 

The Bureau is a cooperative educational agency created and sup- 
ported by the affiliation of the American Federation of Labor and 632 
National and International Unions, State Federations of Labor, Cen- 
tral Bodies, Local Unions, and Workers’ Educational Enterprises. 
The direction of the Bureau is vested in an Executive Committee of 
eleven members, upon which the American Federation of Labor is 
represented by five appointees of the President of the Federation. 

Services 

The Bureau has established the following types of educational 
service: 

1, General Information. A monthly News Letter containing news 
about the workers’ education movement in the United States 
is sent throughout the year to all affiliated organizations and 

For example, see Theodore Braraeld (Ed.), Workers Educatioti in the United 
States, New York, Harper & Bros., 1941; p. 89. 
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members. Articles on current labor and economic problems 
also are sent out periodically to our membership. 

2. Educational Advice. The Bureau assists workers in starting 

study classes, weekend conferences, Labor Institutes, and 
Summer Schools for the consideration of such economic 
and industrial problems as are of interest to them. 

3. Research. The Bureau has developed through special research 

a study of both methods and materials in Workers’ Educa- 
tion; it has undertaken special educational and research 
service in response to requests from affiliated organizations. 

4. Radio. Through the cooperation of the National Broadcasting 

Company and other networks, as well as independently and 
through local stations, the Bureau has developed a series of 
educational broadcasts on labor and industrial problems 
during the past eight years. The Bureau collaborated for 
nearly two years on research for the “Americans at Work” 
program given each week over the Columbia network. 

5. Teachers’ Registry. A free registration service for both 

teachers’ and workers’ groups interested in workers’ educa- 
tion has been maintained since the establishment of the 
Bureau. 

6. Publications. From its inception the Bureau has recognized the 

need for the preparation of special educational materials for 
adult workers. It inaugurated the Workers’ Bookshelf 
and has published upwards of seventy titles, consisting of 
books, pamphlets, outlines, and syllabi. A full list of these 
titles may be obtained from the Workers Education Bureau 
Press, Inc. 

7. Cooperative Book Service. The Bureau has also undertaken to 

supply any book in print to its members. 

The American Labor Education Service (A.L.E.S.) is sponsored by 
both the C.I.O. and the A. F. of L. and provides study material, advice, 
and information to students; publishes bibliographies; sets up regional 
conferences and workshops; and performs other services. 

The Workers’ Service Program of the W.P.A. has served as a clear- 
ing house for activities in a nationwide workers’ educational program. 
At the time of being drastically curtailed, the Service officially suggested : 
workers’ education classes and discussion groups in current social and 
labor problems, English parliamentary law, public speaking, science and 
arts ; conferences and forums; recreation, art, and craft activities ; infor- 
mation on labor law, health, housing, and employment ; workshops ; mate- 
rial for classes; library sciences, research studies; and work in radio, 
moving picture.s, and exhibits. 
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Besides these services, labor schools have continued, such as Hudson 
Shore Labor School (formerly at Bryn Mawr), the Wisconsin School 
for Workers at the University of Wisconsin, the Pacific Coast School, 
and Southern Summer School, and others. 

Since many workers in industry have gone to public school, they are 
going into industry with more education than formerly was the case. 
They are better prepared to receive further education than workers of a 
few decades ago. Workers want more education, and should have it. 

Samuel Gompers said, “Whatever progress the American Labor 
Movement makes rests on an educational basis.” 

Education and Training in Personnel Relations 

Besides the general qualifications for a personnel relations manager, 
the education of a prospective worker or official in this field is important. 
The author examined the records of a number of these managers a few 
years ago and found that, of 158 men in charge of personnel relations 
work, 60% (70 persons) were college graduates or had gone to college, 
35% had gone to high school, 4% had gone to grammar school, and 1% 
had had no formal education. Of 54 college graduates, 21 had taken 
engineering in college, 17 had taken liberal arts, 8 had taken science, 3 had 
taken medicine, 2 had taken business administration, etc. Each full-time 
personnel director had supervision of the personnel work for an average 
of 619 employees. If a company wished to know how many full-time 
personnel officers to employ,^’’'’ based solely upon these figures, he could 
multiply the number of employees in the company by .00161. 

During World War II, an extensive training of foremen in per- 
sonnel relations was the Job Relations Training of the Training Within 
Industry service of the War Manpower Commission. The following 
sequence of steps in studying and handling a job relations problem was 
given : 

Job Relations 

A Supervisor Gets Results Through People 
Foundations for Good Relations 

Let each worker know how he is getting along. 

Figure out what you expect of him. 

Point out ways to improve. 

Give credit when due. 

Look for extra or unusual performance. 

Tell him while “it’s hot.” 

This has probably increased greatly during the last few year.q. 

Job Relations Traininff, Training Within Industzy Ser\-ice, War Manpower Cow- 
mission, Washington, D. C.) 1943. 
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Tell people in advance about changes that will affect them. 

Tell them Why if possible. 

Get them to accept the change. 

Make best use of each personas ability. 

Look for ability not now being used. 

Never stand in a man’s way. 

People must he treated as individuals. 

How TO H.VNDLE A PROBLEM 

1. Get the Facts 

Review the record. 

Find out what rules and plant customs apply. 

Talk with individuals concerned. 

Get opinions and feelings. 

Be sure you have the whole story. 

2 . Weigh and Decide 

Fit the facts together. 

Consider their bearing on each other. 

Check practices and policies. 

What possible actions are there ? 

Consider effect on individual, group, and production. 

Don’t jump at conclusions. 

3. Take Action 

Are you going to handle this yourself? 

Do you need help in handling? 

Should you refer this to your supervisor? 

Watch the timing of your action. 

Don’t pass the buck. 

4 . Check Results 

How soon will you follow up ? 

How often will you need to check? 

Watch for changes in output, attitudes, and relationships. 

Did your action help production f 

In general, it has been stated that it is preferable to have a college 
education as a qualification for a personnel relations manager and his 
assistant. In addition, it is believed that that college education (or gradu- 
ate work after the first degree) should include the following : 

1- Personnel and Industrial Relations Management (either from the 
industrial, business administration, or technical point of view) 

(a) Personnel Methods 

(b) Industrial or Labor Relations 

(c) Industrial Engineering (Time and Motion Study) 

(d) Industrial or Business Management 
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2. Psychology 

(a) Basic Psychology and Industrial Psychology 

(b) Statistics 

(c) Psychology of Employment Testing, etc. 

3. Economics 

(a) Basic Economics 

(b) Labor Relations 

(c) Labor Market 

4. Internship in personnel work in industry or business (such as 

interviewing, training, statistics, etc.) 

5. Practical experience in the industry in which the individual will 

do personnel and industrial relations work. 



CHAPTER 11 


HEALTH ACTIVITIES 

Importance of Health Activities 

It is a well-founded belief that good work is dependent upon good 
health. The wise employer or union leader recognizes this fact and 
endeavors to maintain a force of workers who are healthy in body and. 
mind. This is done, first, by making certain that those employed are 
physically fit and, second, by maintaining this fitness throughout employ- 
ment. A great deal of work difficulty is due to the fact that the health— 
the mental and physical condition — of employees is not adapted to their 
work. Furthermore, quality and quantity of production depend to an 
important extent upon the health of the employee, for ill health pro- 
duces poor workmanship, waste, unhappiness, and inferior personnel 
relations. 

In practically every company where it has been introduced, health 
work has reduced absenteeism, the number of days lost by each employee 
per year, and labor turnover. On an average, a fraction over seven days 
(roughly 2% of his time) are lost by each employee annually because of 
sickness, which is estimated also to be the cause of from 10% to 15% of 
labor turnover. The amount of sickness which is prevented by health 
activities is another important consideration. 

Organized health work in industry started as early as 1880 when 
medical departments were established in such firms as the Crane Com- 
pany, the John B. Stetson Company, and the Cambria Steel Company. 
Shortly after 1910, it received its greatest stimulus when workmen’s 
compensation insurance legislation was passed. From then on it grew 
rapidly. In 1928 it was estimated that industrial sickness cost over $500,- 
000,000 annually in direct expenses. The saving that could be effected 
in increased production as well as in elimination of human waste is many 
times that amount. This saving would be even greater if indirect ex- 
penses were taken into consideration. 

The function, then, of the health department in an industrial estab- 
lishment is to obtain and maintain a healthy working force. Special 
stress has been placed in recent years upon preventive rather than cura- 
tive measures. The modern method is for the industrial physician to 
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endeavor, by proper health measures, to prevent sickness from entering 
a factory. The worker may not of his own free will take proper health 
precautions. He may not of his own volition go to a private doctor. If 
there is a company health service, he may more than likely use it, first, 
because it is economical or free and, second, because its accessibility in 
the plant makes it convenient. Many men will not use the medical service 
if any of the so-called “production-line methods” are used, and if the 
health activities are not taken care of adequately and humanly. 

Organization of the Health Department 

When companies are large enough to maintain a separate personnel 
branch, the health department is usually one of its main divisions, and it 
is usually on a par with employment, safety, training, and service depart- 



Figure 55. Organization Chart of the Health Department for a Large Plant 


ments. Such an organizational setup for the large factory often follows 
the diagrammatical plan shown in Figure 55. 

The health department is usually under the supervision of the per- 
sonnel department. Otherwise it, is managed by one of the following 
officials (listed in order of frequency) : the official supervising produc- 
tion, the official dealing with compensation matters, or the plant admin- 
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istration or work supervising official. The organization of the health 
department will vary according to the size of the plant and to the local 
medical situation, and will depend upon the plant’s financial resources. 
The American College of Surgeons has stated that the following 
constitute the minimum industrial health service : 

1. The industrial establishment shall have an organized medical 
department or service with competent medical staff including con- 
sultants and also shall have adequate emergency, dispensary, and hos- 
pital facilities and personnel to assure efficient care of the ill and 
injured. 

2. Membership on the medical staff shall be restricted to physicians 
and surgeons who are 

(a) Graduates from an acceptable medical school, with the de- 

gree of Doctor of Medicine, in good standing and licensed 
to practice in their respective states or provinces ; 

(b) Competent in the field of industrial medicine and traumatic 

(accident) surgery; 

(c) Worthy in character and in matters of professional ethics; 

in the latter connection, the practice of the division of fees, 
under any guise whatsoever, shall be prohibited, 

3. There shall be a system of accurate and complete records filed 
in an accessible manner, such records to include particularly a report 
of injury or illness, description of physical findings, treatment, esti- 
mated period of disability, end-results, as well as other information 
pertinent to the case or required by statute for workmen’s compensa' 
tion claims or other purposes. 

4. All patients requiring hospitalization shall be sent to institu- 
tions approved by the American College of Surgeons. 

5. The medical department or service shall have general supervi- 
sion over the sanitation of the plant and the health of all employees.^ 

The industrial physician is the most important member of this staff. 
He may give his entire time to the company, as is customary in large 
plants, or he may divide his day between industrial and private practice. 
The ethics of the medical profession will not allow the physician to 
advertise or seek employment, and the industrialist may, therefore, have 
to take the initiative in the matter. The local physician who is experi- 
enced and successful in his general practice and who has proved his 
ability in regard to industrial patients is the most satisfactory type for 
factory health work. The Conference Board of Physicians in Industry 

^ American College of Surgeons, “Medical Service in Industry and Workiner. 's Com. 
pensation Laws,” 1938, p. ix. 
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has defined the industrial physician as “one who applies the principles 
of modern medicine and surgery to the industrial worker, sick or well, 
supplementing the remedial agencies of medicine by the sound applica- 
tion of hygiene, sanitation, and accident prevention; and who, in addi- 
tion, has an adequate and cooperative appreciation of the social, economic, 
and administrative problems and responsibilities of industry in its rela- 
tion to society.” 

On the staff of the health department it is important to include two 
main types of industrial nurses — the dispensary nurse and the visiting 
nurse. The former is usually under the direction of the physician in 
charge, except in the subdispensary, where she must use her own judg- 
ment and personality. The dispensary nurse’s duties are to attend to 
minor sickness and injuries, to keep the dispensary in good shape, to 
make supplies, to keep accurate records, and to make arrangements for 
cases that must be sent to the physician. The visiting nurse provides a 
link between the factory medical department and the worker and his 
family. Her work resembles that of the social worker, but sometimes 
includes actual nursing in the home of the worker. Her clues for home 
visitation are the personnel department’s reports of absent employees. 
Her greatest concern is to bring the employee back to health and w'ork 
at the earliest moment, and at the same time to keep the worker and his 
family comfortable. 


Activities of the Health Department 

The maintenance of good health in the large plant requires and com- 
prises certain fundamental activities. It must be borne in mind that these 
activities depend upon the size of the companies and the extent to which 
the value of health procedures is recognized by the management and 
the union. An endeavor has been made to list them in the order of the 
extent to which they are used : 

1. Physical examinations 

(a) Prior to employment 

(b) Periodically 

2. First aid and dispensaries 

3. Medical treatments 

(a) Injuries 

(b) Sickness 

(1) In the factory 

(2) In the home 

(c) Prevention of contagious diseases 

4. Hospital 
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5. Special treatments 

(a) Teeth 

(b) Eyes 

(c) Ears, nose, and throat 

6. Health education 

7. Sanitation and working conditions 

8. Mental hygiene 

9. Recreation and rest periods 

In almost every plant where the health of the worker is guarded, 
physical examinations are required. They may be given prior to employ- 
ment, during potential employment, and periodically thereafter. In any 
case they are fundamentally the same. The purposes of the physical 
examination are to determine : what kinds of work the employee is able 
to do ; whether he has any contagious disease ; and whether he has any 
physical defect which would prevent good work or might contribute to 
accidents. 

The actual benefits derived from physical examinations are numerous. 
The worker’s health is supervised at nominal or no cost to the worker ; 
exposure to contagious diseases is lessened ; sickness is reduced ; the 
employee is placed on the job for which he is physically fitted ; and fewer 
absences and steadier pay are assured. In regard to the employer, the 
benefits are also many : undesirables are kept out ; accidents are reduced ; 
and the number of unjust claims for injuries is lessened ; epidemics are 
prevented; and the number of absentees is decreased — all of which 
increase and improve production. Even in view of these benefits, there 
are often objections* to physical examinations on the ground that their 
responsibility should be jointly assumed by the worker, the employer, and 
the community ; and on the ground that the examination is meant to bar 
from employment those with slight physical defects who are able to do 
certain kinds of work. As a matter of fact, only about 4 % or 5%, on 
the average, are ever rejected because of physical unfitness. Within the 
last few years, organized labor, one of the former objectors, has been 
gradually granting its approval to physical examinations in industry. 

Many metliods are followed in giving physical examinations. Accord- 
ing to the results of the physical examination, employees are often classi- 
fied as follows : 

A. Normal in every way for any employment. 

B. With only slight defects which do not hinder any employment, 

C. With defects severe enough to make certain employment inad- 

' visable. 

D. Unfit for any employment. 
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The physical examination is usually the employee’s first contact with 
the health department. At this time, if he is given the same considera- 
tion, interest, and sympathy extended by his private physician, his confi- 
dence is easily won, and his future use of the health service will be 
furthered. With this accomplished, personal health practices can be 
explained to him in greater detail and his effective cooperation can be 
obtained. Expert medical treatment, combined with consideration, inter- 
est, and sympathy to all the company, will convince both workers and 
management of the importance of health work. 

Injuries and illness occur frequently, and for this reason first aid is 
a vital service. It is the one medical activity where results can be seen 
and felt at once. First-aid equipment should, in all instances, be main- 
tained in a centrally located place, and service should be administered 
only by qualified persons trained in first aid, acting under instructions 
from the plant medical adviser or a reputable local doctor, in order to 
assure that proper treatment will be given. The materials which make 
up the first-aid kit should be furnished on the advice of a physician who 
is familiar with the operations of the plant. It is recommended that 
adequate records be maintained by the first-aid attendant for reference 
by management and medical department. 

Dispensaries and subdispensaries are usually centrally located stations 
used for the treatment of accidents and minor sickness. They should be 
in the center of the various departments or in the most accessible place 
in the plant, and as free as possible from noise and traffic. The dis- 
pensary’s equipment should be standard and similar to that found in any 
doctor’s office, including instrument cases, sterilizers, examination table, 
first-aid kit, dressings, and drugs. Everything should be convenient and 
conducive to handling cases well and easily. Waiting or delay in treat- 
ment is costly, psychologically to the worker as well as financially to the 
company. 

The main activities of the health department are the medical treat- 
ment of injuries and sickness and the prevention of contagion. Minor 
injuries, such as cuts on hands, are taken care of in the first-aid station. 
A severe injury should receive the immediate attention of the doctor, for 
the longer the injury is left without treatment, the more dangerous it 
may become. Vv^'lien any employees are stricken on the job, medical 
attention should be given as soon as possible. In any large organization 
sickness of all sorts is to be found, such as respiratory, digestive, infec- 
tious, inflammatory, cutaneous, nervous, and muscular diseases. Sick- 
ness in the plant is cared for by company; physicians, but sickness in the 
home is usually cared for by private physicians or sometimes by the 
visiting industrial nurse. Contagious diseases are apt to break out during 
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certain seasons of the year, and the health department must be alert and 
efficient in order to prevent an epidemic. 

In larger companies, such as railway, steel, and mining companies, 
complete and well-equipped hospitals are maintained, mainly because the 
number of hospital cases is so great that it is economical to establish 
a company institution. Many of these hospitals contain, in addition to 
the regular equipment, obstetrical and children’s wards. They are financed 
by the company, although some maintenance is provided by charging the 
patients a small fee. These industrial hospitals should be staffed by 
competent physicians, surgeons, and nurses. 

Special medical treatment for teeth, eyes, ears, nose, and throat of 
many employees is needed. As about 25% of factory employees have 
, bad teeth, about 10% ,uncorrected defects in vision, and about 40% of 
the plant sickness is due to respiratory diseases, many factories have 
found it economical to establish eye, ear, nose, throat, and dental clinics 
where only a small fee is charged for these services. 

Both officials and employees need instruction along health and per- 
sonal hygiene lines. Such an instructional program can include personal 
medical interviews, health lectures and discussions, and health com- 
mittees and campaigns. The individual contact type of health education 
seems to be preferred and seems to produce the most effective results, as 
both employees and officials welcome the opportunity to know more about 
the necessary care of minor injuries and various physical diseases and 
mental disorders. 

Occasionally inefficiency and fatigue are caused by abnormal mental 
conditions, and for this reason some large companies include mental 
hygiene as an important activity of the health department. The industrial 
physician can handle most cases, but severe ones should be sent to a 
psychiatrist, who sometimes is on the company medical staff. Physical 
and mental recreation is essential to the health of men in industry as it is 
elsevyhere. Relaxation and rest periods are the stimulants of the day’s 
work. Today almost every large company provides various recreational 
activities, such as baseball teams, entertainments, parties, picnics, dances, 
dramatics, and musicals. 

Sanitation problems in the modern industrial plant are concerned with 
the cleanliness of the entire factory, illumination, the proper control of 
ventilation, temperature, humidity, sewerage, dust, drinking water, milk, 
and food. All sanitary equipment is selected by the medical service, while 
its installation is a duty of the engineering department. Sanitation is 
sometimes in charge of a sanitation inspector, who works with a com- 
mittee of men from various departments of the plant. Regular inspec- 
tions are made on ventilation and the cleanliness of the floors, toilets. 
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locker rooms, windows, lights, and cuspidors. In many factories contests 
are held and prizes given to the department which has kept its rooms the 
cleanest and has maintained the most sanitary conditions for a given 
period. 

The United States Public Health Service considers the following 
regulations of working conditions as necessary to good plant sanitation 
and health : 

1. Adequate lighting, with the light distributed properly, free from 

glare, and yet sufficiently concentrated on the work in hand to 
prevent eye-strain. 

2. An exhaust system to remove deleterious fumes and dust. 

3. Abundant drinking water, cold but not ice-cold, within easy reach 

of worker. 

4. Attractive, quiet rest rooms, especially for women. 

5. Lunch rooms or canteens where a hot lunch of nourishing, well- 

cooked food, selected according to a scientific dietary, may be 
purchased at cost price and eaten amid attractive surroundings. 

6. Clean and modern, well-ventilated toilets. 

7. Washing facilities, with abundant soap, clean towels, and shower 

baths where the hot, sweaty, begrimed worker may become 
cool and clean before leaving the plant. 

8. Introduction of recess periods. 

9. Introduction of variety into work. 

10. Adjustment of .speed. 

11. Omission of unnecessary motions. 

12. Provision for adjustable seats. 

13. Ample ventilation of workrooms. 

^14. Adjustment of hours of work. 

15. Avoidance of overtime work. 

16. Omission of Sunday work. 

17. Sanitary conditions outside the plant. 

Lighting 2 

The difficulties which man has placed upon himself by coming indoors 
to work may be seen more clearly by a comparison of daylight illumina- 
tion outdoors to artificial light indoors. Illumination from the sky only, 
at midday, was found by the United States Weather Bureau to be 

“ M. Luckiesh and Frank K. Moss, The New Science of Lighting, Cleveland, General 
Electric Co., 19,34. Also Seeing: A Partnership of Lighting and Vision, Baltimore, Wit 
liams & Willdn.s Co., 1931. 

^Monthly Weather Review, Vol. 47, November. 1919, pp. 769-773, Also Vol. 49. 
September, 1921, pp, 481-488, 
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about 700 foot-candles in December and about 1,600 in June. The day- 
light from the sun and sky was found to be about 3,700 foot-candles in 
December and more than 10,00P in June. On a densely clouded day 
when the position of the sun cannot be seen, the average illumination in 
December was found to be around 900 foot-candles at noon, and about 
2,700 at the same time of day in June. In many manufacturing estab- 
lishments, 15 foot-candles illumination is considered excellent. From 
this comparison of IS foot-candles for good lighting indoors, to 900 on a 
cloudy day outdoors, we might conclude that the lighting for good work 
indoors, in general, is inadequate. In many cases increases in lighting 
have been found to increase production over and above the cost of the 
extra illumination. Dr. M. Luckiesh contends that the increase in pro- 
duction resulting from better lighting is only a small part of the science 
of lighting. He and his colleagues have developed a new science of 
lighting.'^ 

Dr. Luckiesh views this situation as follows : 

The old ideas upon which lighting was vaguely and at best inse- 
curely based are fast disappearing. The development of the new 
science of seeing, through our researches over the past two decades 
and particularly the last one, is really making a science of lighting 
out of a very crude art. The production basis falls far short of a 
proper one for specifying lighting in industries. At best, production 
ceases to increase appreciably after 20 foot-candles have been sup- 
plied. However, ease of seeing continues to increase as the intensity 
of illumination is increased to hundreds and even thousands of foot- 
candles in cases of severe visual tasks.® 

These illumination engineers are now beginning to consider people 
as human seeing machines who waste their energy in useless work when 
illumination is inadequate. This emphasis upon people as human seeing 
machines brings up the subject of whether good lighting for one indi- 
vidual may be poor lighting for another. For maximum ease of reading, 
under the same general conditions, 11% of a group of 82 subjects 
selected 10 foot-candles; 17% selected 1,000 foot-candles.® If the ease 
of seeing is considered rather than just visibility, the intensity of 
illumination should be varied in geometric increments in order to secure 
increments of improvements in seeing.*^ From this principle, the follow- 
ing approximate scale of foot-candle effectiveness has been proposed: 
1, 2, 5, 10, 20, 50, 100, 200, 300, 500, 1,000. 

^ Luckiesh and Moss, o/>. 

® From a letter from M. Luckiesh to the author, October 5, 1934. 

“ Luckiesh and Moss, 0/3. cit., pp. 21-22, 

Ibid.cvp. 20-21. 
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In general, the following foot-candle recommendations for common 
tasks of the work-world have been given as conservative: 

100 foot-candles or more — for very severe and prolonged tasks, such 
as fine needlework, fine engraving, fine penwork, fine assembly, 
sewing on dark goods, and discrimination of fine details of low 
contrast, as in inspection. 

50 to 100 foot-candles — for severe and prolonged tasks, such as 
proofreading, drafting, difficult reading, watch repairing, fine 
machine-work, average sewing and other needlework. 

20 to 50 foot-candles — for moderately critical and prolonged tasks, 
such as clerical work, ordinary I'eading, common benchwork, and 
average sewing and other needlework on light goods. 

10 to 20 foot-candles — for moderate and prolonged tasks of office and 
factory, and when not prolonged, ordinary reading and sewing 
on light goods. 

5 to 10 foot candles — for visually controlled work in which seeing is 
important, but more or less interrupted or casual and does not 
involve discrimination of fine details or low contrasts. 

0 to 5 foot-candles — the danger zone for severe visual tasks, and 
for quick and certain seeing. Satisfactory for perceiving* larger 
objects and for casual seeing.® 


The quantity of light is only one of the major factors in lighting. The 
others are quality of light, .spectral character of light, and the quality of 
lighting. In general, white light or average daylight seems to be the 
logical illuminant for general use, with exceptions, of course.. With 
reference to the quality of lighting, light sources for' small areas should 
have high brightness and for large areas low brightness as the most 
effective visual field or visual task and the general surroundings affect 
the quality of light. Under certain conditions, glare wastes as much as 
80% of the illumination supplied. Highlights and shadows play impor- 
tant parts in • seeing. Therefore, ‘‘general lighting plus supplementary 
lighting offers a practicable means for obtaining the levels of illumina- 
tion to which the eyes are entitled."’ ® 

In the past, lighting was principally an engineering science, but today 
it is a combination of a physical science — ^the production and control of 
light — and a psycho-physiological science — ^the specification of light and 
lighting. With the introduction of the psychological and physiological 
factors in seeing, Luckiesh introduces such subjects as the following : 


Physiologic Optics 
Visual acuity 
Speed of vision 
Contrast semsitivity 


Physiology 
Nervous tension 
Eyestrain 
Headaches 


Pathology 
Nearsigh tedne.ss 
Inflammation of eyes 
Digestive disorders 


Psychology 

Impression 

Stimulaticm 

Confidence 


^Ihid., p. 21. 


Ibid., p. 29. 
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Though the major factors of lighting 
still other factors enter into seeing : 


have been mentioned briefly, 


The visual task 
The visual sense 

Pfeycho-physiological effects of seeing 


The visual task is affected the size, critical detail, level of bright- 
ness, contrast in brightness and color, and the time required or available 
for seeing. Contrast has been found to be a very important factor in the 
visual task; thus, seeing requires a large factor of safety above the 
threshold of visibility. 

Eye defects or distractions affect the efficacy of the visual task. An 
average of 20% to 40% of the masons, printers, and machinists have 
ocular or eyestrain diseases, 60% to 80% of the housewives, textile 
workers, chemists, and musicians, and 80% to 100% of high school and 
college students, lawyers, teachers, bookkeepers, tailors, etc., have eye 
defects or distractions upon seeing. The eyes compensate for poor visual 
conditions and they are injured in doing so, but are slow to complain of 
the abuse. 

A good example is furnished by a man who had given good service on 
a punch press for eight years. His production decreased and part of his 
work became defective. They overhauled the machine, and even had the 
manufacturer’s representative visit the plant to inspect the machine, but 
no defects were discovered in it. After puzzling overffhe decrease in 
production and the defects in the work, the worker was examined 
physically and a defect was found in one of his eyes. When it was 
cleared up, he resumed his former quality and quantity of production. 
It was also found that the low quantity and quality of light were partly 
responsible for the trouble with the man’s eye. 

Besides the effects mentioned above, the psycho-physiological effects 
may be even greater. Long-continued periods of exacting visual work, 
loss of sleep, lack of recreation, and various other factors affect seeing 
greatly. 

The actual installation of lighting equipment should follow the general 
principles of good lighting. It may be direct light, indirect, or semidirect. 
The lighting has been general, group, or local. The lights themselves 
may be of the mercury-vapor type, or the regular Mazda, or combina- 
tions of these two and others. Tables have been developed giving past 
experience in regard to spacing between outlets and the mounting height 
above the work or the floor. The type of work to be performed and 
the working conditions determine the foot-candle power of lighting 
needed. 



HEALTH ACTIVITIES 


317 


Ch. II ] 

After the proper number of foot-candles have been determined, the 
lighting units, their utilization and depreciation, the number and location 
of outlets, mounting heights, and light sizes must be determined. It is 
not to be inferred, however, that the intensity of lighting is to be left 
to the judgment of the manager. This should be measured by a foot- 
candle meter, for usually personal judgment of the foot-candle power of 
artificial light is poor. Physically and mentally, adequate lighting and 
seeing are extremely important to production and management. 

In order to obtain the correct effects of lighting and seeing, some of 
the most up-to-date plants have been constructed without windows, but 
with adequate uniform nonglare artificial illumination. A good example 
of this type of illumination is that designed for the Simonds Saw and 
Steel Company at Fitchburg, Massachusetts, and some of the new plants 
erected during World War II. 

In general summary, then, adequate, constant nonglare illumination 
has a human as well as a dollar-and-cents value. Because of this, the 
recent trend seems to be to control light for illumination without glare. 
Joseph Tiffin’s outstanding studies on visual problems in industry show 
what can be accomplished in this field. 

Heating and Air Conditioning 

Heat has a decided physiological eft'ect upon the worker. In recent 
years the subject of heating has been so closely associated with the 
subject of air conditioning that for the purpose of this discussion it will 
be included as a part of that subject. Air conditioning has come to 
involve the constant and simultaneous control of temperature (heating 
and cooling), humidity, air motion, distribution, and purification. Some 
of the most up-to-date companies consider the factory as one great pro- 
duction machine, closely coordinated, with all conditions controlled, in 
what is called the “controlled conditions plant.” Not only the tempera- 
ture, humidity, and purity of the air are controlled, but also the method 
of production, the work shifts, plant layout, quality, light, sound, color, 
and various other factors. For considering air-conditioning problems, 
the American Society of Heating and Ventilating Engineers has pre- 
pared a comfort chart giving the relationship between the relative 
humidity in percentage and temperatures indoors as shown in Figure 56. 
A number of methods are used to control temperature, humidity, and 
purity. Heating may be accomplished by gravity or forced circulation of 
the one- or two-pipe sy.stems, usually through cast-iron radiators or pipe 

Joseph TiiEn, Industrial Psychology, New York, Prentice-Hall, Inc., 1942, Ch. 6. 

The Austin Company, Controlled Conditions Plant, Cleveland. 1931. 
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coils. In recent years the use of suspended or floor types of unit heaters 
has come into wide acceptance because of the small space required, ease 
of location and of control, and the simple piping system required. 

Air' can be kept fresh by roof ventilators or by the central or group 
forced exhaust system. Air can be warmed or cooled by increasing or 
decreasing the air motion, by controlling the moisture content, or by 
removing from or adding to the heat content, according to the comfort 
line in Figure 56. Humidity may be increased by the introduction of 
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Indoor Temperatures 


Figure 56. Comfort Chart of Humidities and Temperatures 

(Prepared by the American Society of Heating and Ventilating Engineers.) 

water into the air by means of a fine spray or mist, or by passing the 
air through a spray of water in an enclosed chamber. Conversely, too 
humid air may be dried. Air may be purified by passing it through air 
washers, sprays of water, wetted plates, or viscous or dry filters. 

Air conditioning has great effects not only upon the people in the 
plant, but also upon the products and profits. For example, manufac- 
turers of the following have found air conditioning essential to, their 
manufacturing processes : bakery supplies, candy, chemicals, food, meat, 
photographic films, printing, textile, corn and sugar products, and 
rayon. 
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Health Work in the Small Plant 

The total number of men employed in small plants of 250 or less 
workers greatly exceeds the total number employed in large plants. Less 
than 5% of the industrial companies employ over 1,000 employees. Less 
than 20% of the industrial population receive adecpiate industrial health 
supervision. From this it is evident that consideration of health work 
in the small plant is a very vital matter. 

The overhead in the small factory is usually proportionally larger 
than in the big company, so it is difficult for the small factory to add a 
complete health service without carrying too great a burden. This diffi- 
culty is being overcome, in many cases, by the employment of a part- 
time physician. A small comi^any can also employ a full-time industrial 
physician for part-time health service, and for employment, safety, per- 
sonnel, or office work, for the remainder of his time. 

Another plan which has been successful is an association of several 
small plants in tlie same vicinity, which hires a full-time industrial phy- 
sician and assistants to render a complete health service to each plant on 
a pro-rata basis, and to maintain a centrally located dispensary for all the 
plants. For example, in Roanoke Rapids, North Carolina, five cotton 
mills and one paper mill gave medical service to their employees at 
approximately $9 a year per capita. In some vicinities there is an asso- 
ciation of industrial physicians which renders medical services to various 
small plants. A physician and a nurse may set up an industrial health 
office and serve small plants in their vicinity without any definite con- 
tract with the plants. 

It must be kept in mind that health work in the small plant should 
embrace the same activities as those of the lai*ge factory, but on a com- 
parative scale. Wherever it has been tried, it has produced propor- 
tionally the same results and benefits as in large plants. 

Extent, Cost, and Establishment of Health Service 

The costs of health service vary with different companies, depending 
upon location, availability of medical services in the community, number 
of employees, and many other factors. Tlie Committee on Flealthful 
Working Conditions of the National Association of Manufacturers made 
a survey in 1940 of the extent and development of factory health pro- 
grams. A questionnaire was sent to 4,500 companies in the LTnited States. 
I^fifteen hundred replies were received representing 2,064 plants and 
1.945,551 workers. Following is part of the summary and conclusions 
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as found in the National Association of Manufacturers’ report on this 
survey : 

1. Health programs have proved their worth to the companies 
instituting them. 

(a) An estimate on the basis of reductions in various health haz- 

ards reported in this survey revealed that a health program 
saves the average 500-employee plant $5,611 net per year. 

(b) All but 5 of the total 1,625 respondents considered their pro- 

grams paying propositions. 

3. Twenty-three specified items were listed as important compo- 
nents of a factory health program. 

(a) In order of importance, proportions of the 2,064 plants in 
the survey reported specified services as follows; 

Over 80% : Program of accident prevention. 

Exhaust ventilation for dust, fumes, or gas con- 
trol. 

Plant housekeeping and sanitation program. 
70-80% : Maintenance of a locker room. 

Rooms equipped for medical examinations and 
emergency treatment. 

Pre-employment physical examinations of fac- 
tory employees by a doctor. 

60 - 70 % : Maintenance of a rest room. 

Records of all illnesses and absence. 

50-60% ; Fatigue prevention program, including refresh- 
ments available. 

Employee hospital insurance. 

Provision for recreational or athletic activities. 
Periodic check-up of illumination of work sur- 
faces, 

4. The . survey shows that factory health programs are becoming 
more widely accepted regardless of size and type of industry, while 
these factors do have a direct influence on the average annual per 
capita costs of such programs. 

A survey of 299 industrial establishments of various sizes showed 
that extended medical service costs according to size of plant in 1936 
were:^'^ ' ■ ■■ . - 

-.r ^“Rational A.ssociation of Manufacturers, Industrial Health Practices, New York. 
May, 1941, pp. 14-16. 

College of Surgeons, “Medical Service in Industry and Workinen’c 
Compensation Laws,” 1938, p. 25, 
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1,000 employees and over $4.93 per man 

500-999 employees 6.97 “ “ 

1-499 employees 8.76 “ “ 


The Endicott- Johnson Corporation describes its medical service, which 
has been in existence about twenty-five years, as follows ; 

Under our plan a complete medical service is available to 15,500 
Endicott Johnson Workers and the dependent members of their imme- 
diate families, making a total of about 45,000 people. 

We maintain two medical centers respectively located in Johnson 
City, N. Y. and Endicott, N. Y., convenient to the homes of the 
majority of workers. The work includes dispensary service, bedside 
attendance in the home and where needed, hospitaliaation is secured 
for our patients at one of the local, approved hospitals. 

Our dental service is limited to preventive work, i.e,, fillings, 
extractions, cleanings, and a small service in orthodontia, gold and 
plate work being- referred to outside dentists to be paid for by the 
patient. There is no charge for the dental work we do here. 

At the present time we employ 26 physicians, 22 of whom are on a 
full time salary basis. Our medical personnel consists of 4 general 
surgeons, 3 internists, 2 otolaryngologists, 1 pediatrician, 2 ophthal- 
mologists, 2 obstetricians, 1 gynecologist, 1 dermatologist, 1 patholo- 
gist, 1 roentgenologist, 1 anesthetist, and 9 men in general practice. 
We have 3 bacteriologists, 28 graduate nurses, 4 dentists, 5 dental 
hygienists, and 4 pharmacists plus clerical personnel. 

We believe this service is quite complete in that there is available 
all the service that would normally be available in the average com- 
munity of 135,000 people, and in addition special consideration is 
given unusual cases such as those requiring brain surgery and other 
rare conditions by referring patients to some of the larger medical 
centers where the best talent is available, all at our expense. 

We are satisfied that by eliminating the financial worry occasioned 
by illness, the efficiency of the worker is definitely increased. 

It is rather difficult to picture our service by letter ; however, if you 
will think in terms of 45,000 people having a cotnplete medical service, 
without any cost to them, simply by asking for it in the usual manner 
that is followed when a doctor is called by the average person who 
expects to pay the doctor bill, and added to that a group of specialists 
who can be called and are called in consultation freely, I think you 
can then visualize the service that exists here. 

The service has been approved by the American College of Sur- 
geons and is on their recognized list. I believe it is fair to say that the 
American Aledical Association has also had a favorable impression of 
our service. 

Due to the requirements of the armed forces, our service has been 
very much depleted and replacements have not been available, there- 
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fore, the number of people per doctor is materially higher than it 
would be under normal conditions. However, the cost has remained 
approximately the same over several years, viz.; about $17.00 per 
worker and $48.00 per family.!^ 

In order to provide a self-check of health practices in a plant, the 
National Association of Manufacturers has provided a checklist to enable 
plant managers and executives to compare the employee health activities 
in their plants with a guide accepted as good practice by both operating 
executives and health experts, and to know the health rating of their 
own plant. Items included in this are considered the minimum for satis- 
factory health protection. Many plants employing less than one hundred 
employees have the bulk of these provisions, while some have the entire 
program. The practices outlined merit careful study by all manufac- 
turers, for they have proved their worth as a means to reduce absence, 
accidents, and illness ; to lower compensation premiums ; and to improve 
industrial and public relations. Each company is encouraged to check 
and rate its health activities on such a chart. 

Letter of November 20, 1942 to the author from Robert L. Eckelberger, Director, 
Workers Medical and Relief Department, Endicott Johnson Corporation, Johnson City, 
N. Y. 

^®The Committee on Healthful Working Conditions, National Association of Manu- 
facturers, New York. 
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MORALE SURVEYS 

Morale is the emotional and mental attitude of employees. Good 
morale, then, is the satisfaction or confidence which employees feel 
toward their company as an organization. Employers are interested in 
the morale of their workers because greater satisfaction and productivity 
result from good morale. It is important for management to : 

1. Find out how employees feel and what they think about situa- 

tions and conditions in the company. 

2. Eliminate or correct difficulties which cause poor morale and 

dissatisfaction. 

3. Provide personnel and industrial relations activities which create 

good morale. 

Morale is the sum total of the employees’ attitudes toward the numer- 
ous specific conditions and situations in a company. To determine the 
morale of a company, it is necessary to determine the attitudes of the 
employees toward each of these various situations and conditions. Morale, 
the employees’ emotional and mental state toward the company, is a 
composite of the various reactions to what happens. Each employee 
thinks about and reacts to each situation. Then, if management could 
find out the employees’ reactions to the various situations, or a repre- 
sentative sampling of those reactions, the total could be considered as 
the morale of the company. 

In considering morale in any company, one of the first problems is to 
know the current status of morale in that company. According to the 
scientific approach, the first step is to find the facts as to what morale 
really is, what the employees are thinking, and how they feel. In recent 
years techniques for measuring morale or attitudes have been developed 
and used successfully in a sufficient number of companies to warrant the 
statement that the determination of employee morale and attitudes is 
specific and definitely worth while. The results point out ways of improv- 
ing morale, such as greater job satisfaction, better company attitude, 
increased efficiency of production, and prevention of labor difficulties. 

Morale and attitudes have; been judged informally and subjectively 
by management in its regular informal contacts with employees. Com- 
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pany decisions have been based upon those subjective opinions, sometimes 
producing disastrous results and at other times good results. Sometimes 
managements could judge what their employees were thinking and feel- 
ing from the number and contents of grievances and suggestions. Pro- 
duction and waste records sometimes reveal attitudes. These methods 
do not reveal a complete, yet concise, statement of the actual and relative 
morale of employees. One department’s attitudes could not be compared 
to another’s, and one company’s attitudes were not comparable to another 
company’s. More definite and systematic methods for measuring morale 
are: (1) personnel counseling — guided and unguided interviews, (2) 
opinion questionnaires, and (3) attitude scales. 


Personnel Counseling and Interviews 


The personnel research by the Western Electric Company and Har- 
vard University ^ is an excellent example of the counseling and inter- 
viewing methods of determining morale. The Western Electric-PIarvard 
studies go deep into the subject of morale. These studies emphasize that 
both an informal social and a formal human organization exist. The 
formal organization may be represented by the organization chart of a 
company, but the patterns of reaction and interaction between and to- 
ward individual human beings in the plant form another informal social 
organization within that plant. Roethlisberger and Dickson ^ describe 
the function of management as : 


. . . that of maintaining the social system of the industrial plant 
in a state of equilibrium such that the purposes of the enterprise are 
realized. To achieve this objective, management has two major 
functions: (1) the function of securing the common economic pur- 
pose of the total enterprise; and (2) the function of maintaining the 
equilibrium of the social organization so that individuals through 
contributing their services to this common purpose obtain personal 
satisfactions that make them willing to cooperate. . . . 


They showed ‘that fatigue, rest pauses, physical conditions of work, 
repetitive work, monotony, wage incentives, and wage incentive systems 
were not the workers’ major problems, but that problems of change in 
the social structure, of control and communications, and of the individual’s 
adjustment to the structure presented the most serious difficulties. To 
help solve these major problems, personnel counseling by trained coun- 


^ F. J. Roethlisberger and W. J. Dickson, Management and the Worker, Cambridge, 
Mass., Harvard University Press, 1940. Also see T. N. Whitehead, The Industrial 
Worker, Cambridge, Mass., Harvard University Press, 1938, Vols. I and II. 
Roethlisberger and Dickson, ciV., p. 569. 
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selors (one counselor to about 300 workers) is suggested^ for the 
industrial relations program. 

The rules of interviewing employees in such a counseling program 
were : 


1. The interviewer should listen to the speaker in a patient and 

friendly, but intelligently critical manner. 

2. The interviewer should not display any kind of authority. 

3. The interviewer should not give advice or moral admonition, 

4. The interviewer should not argue with the speaker. 

5. The interviewer should talk or ask questions only under certain 

conditions. 

(a) To help the person talk, 

(b) To relieve any fears or anxieties on the part of the speaker 

which may be affecting his relation to the interviewer. 

(c) To praise the interviewee for reporting his thoughts and 

feelings accurately. 

(d) To veer the discussion to some topic which has been omitted 

or neglected. 

(e) To discuss implicit assumptions, if this is advisable.^ 


Opinion Questionnaires and Attitude Scales 

The interviewing techniques used in the public opinion polls ° to indi- 
cate what people are thinking have had much effect and bearing upon 
industrial morale surveys. The American Institute of Public Opinion 
has four basic problems that determine the success of measuring the 
opinions of the general population, namely, how many people to ask, the 
character of the cross section, what questions to ask, and the timing of 
the topic for questioning. These involve a scientific procedure and are 
very valuable in finding out exactly what people think about certain 
questions. 

A morale survey made in a medium-sized company in western 
Pennsylvania was described by E. B. Roberts before the American 
Management Association meeting in New York City, October 5, 1938, 
as follows: 

^ Ibid., pp. 593-595. This suggested procedure is based upon results of actual pro- 
cedure followed in the investigations, so that it is a description of the procedure plus the 
benefit of suggestions for improvement. 

^ /hid., p. 287. 

® See H. Cantril, et al,. Gauging Public Opinion, Princeton, N. J., Princeton Uni- 
versity Press, 1944. 

® American In.stitute of Public Ogimoa, The New Science of Public Opinion Meas- 
urement, New York. 



326 


PERSONNEL RELATIONS 


[Ch. 


The plant is located in an industrial town of moderate size. There 
are about 2,500 employees, of whom 2,000 are hourly paid and 500 
salary paid. The work is of a range requiring every degree of skill. 
The salary-paid workers include clerks, draftsmen, engineers, ac- 
countants, a sales force, and all the usual service departments. It is a 
well-rounded, self-contained unit that might well be a small company 
independent of other units. Its product is a capital goods product that 
is sold in a highly competitive field. The employee group is that of a 
normal western Pennsylvania community. The average service is 
perhaps ten years or even a little longer. At the time the test was 
made (April, 1938), business was good without being either brisk or 
depressed. There was no labor crisis of any sort. Pay rates and take- 
out, both salary and hourly, were high — above the level of community 
average. 

With the aid of an outside organization, a plan of mass-interview- 
ing was devised. The head of this organization spent several weeks at 
the plant and during that period met all employees — top to bottom — 
in suitably arranged groups of approximately 75. The procedure was 
well worked out in advance and smooth in every detail. To every 
group our consultant was introduced by the manager who explained 
that a number of questions would be asked regarding all sorts of 
matters of employee relationship, that the management desired frank 
answers in every case, that this was all being done that we might 
understand one another better, everyone should say just what he 
thought, no one was going to be put “on the spot,” that no one answer- 
ing would put his name or identification on his paper, that no one of 
the company indeed would ever see the papers and that the answers 
only in the form of statistical summaries would come to the man- 
agement. Invariably the manager got a good hand, and he then with- 
drew. The consultant, because of the setting and his own happy per- 
sonality, invariably got a quick and favorable attitude and personal 
response. All this was done on company time. 

Just a word now on the mechanics of the test. The questions are 
all of the “objective” t 3 ^pe, readily answered by check marks. At no 
time was the employee asked to write a single word, though there was 
space for optional comment and many availed themselves of it. Five 
possible answers of the complete range were provided to each, ques- 
tion. There were about 100 questions. Separate scores were kept for 
the supervisory group. Papers were identified by department, but in 
no other way. The punching of Hollerith cards and accumulation 
of the summaries were done entirely by the consultant agency at its 
own headquarters. 

At this point I should say that we feel that the answ'ers were full 
and honest, and that, largely because the management was genuinely 
interested in learning the truth.** If the -attitude and conditions are 
right, employees will cooperate fully. 
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The questions ranged over all matters of employee relationship, 
covering- not only matters of attitude and feeling, but also measuring 
the accuracy and extent of the information of the employee about the 
company and various employee plans and policies. Following is a 
10% sampling of the hundred questions: 

How much does the Management care about the welfare of 
people in jobs such as yours? 

Do the people above you understand all or almost all of the diffi- 
culties of your job? 

If there were a better job vacant, would the best qualified person 
always or almost always get promoted to it? 

If you have a grievance, are you reasonably sure of being able to 
get a fair hearing and a square deal? 

Are some departments more favored than others? 

Are you judged more by the quality of your work or the amount 
of it? 

Is the Company’s overtime and night-turn policy better than most 
other similar plants in this community?’ 

Do you believe that the Company’s seniority policy is operating 
fairly ? ~ 

Do you think the classification of occupations and the method of 
base-rate making is fair ? 

Are you reasonably sure of being able to keep your job as long 
as you do good work? 

Is there any favoritrsm shown in your department? 


Scores for the whole range of questions we call Morale Scores. 
100% would be perfect and the possible range downward to 0. 

The Morale Scores by groups were as follows : 


Managerial Groups 

Foremen .■ 87.7 

Production 74.2 

Engineering ; 71.2 

Sales — Accounting — Order — etc. 78.0 

Entire Salary Group 71.1 

(Ranging by departments ^from 63.8 to 86.3) 

Entire Check Group 72.6 

(Ranging by departments from 63 to 80) 


Much discussion might grow out of these figures considered on a 
departmental or functional basis. Departmental scores certainly 
served to reveal not only hsore spots,” but “hot subjects.” Some of 
these could be and were cured almost overnight. Merely the attention 
of “first-aid” was all that was needed. No cancers were there at all. 
The discovery and quick correction of these alone was well worth all 
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the time and effort expended, not to mention the larger and deeper 
implication of results for management to study. 

The report showed that the morale at this plant, the general satis- 
faction of employees, is above the average of organizations in which 
parallel studies have been made. It showed that the most important 
desires of employees are connected with good work. It showed that 
■the strongest influence on the general satisfaction is the opportunity 
for an individual to do the kind of work he would like to do. It showed 
that the things most injurious to his morale are those which prevent 
doing good work. The report emphasized the necessity of “fairness” 
but also the need for agreement on what the elements of “fairness” 
are by a study of organization and individual jobs — the putting down 
accurately, in writing, the nature of the jobs. In addition to these 
points it showed the desire, though unexpressed, on the part of the 
individual, to be treated as an individual on the basis of his merits 
and the worth of what he is able to do.''*’ 

The Owens-Illinois Glass Company made a survey of what employees 
think in order to obtain definite ideas as to what the employees wanted 
to know about the company’s plans and procedures and to secure opinions 
regarding personnel policies. 

A booklet of questions entitled “"What I Think” was given to all 
employees. In a short introductory statement on the first page, the 
president of the company stated the purpose of the survey and encouraged 
the employees to “say what they honestly think.” It contained 26 ques- 
tions, with a space after each for the employee to volunteer a reply in 
his own words. No names were signed to the booklets but employees 
were asked to indicate their department, sex, and rate of pay per hour. 
About 50% of the employees returned the booklets, which were then sent 
to the company’s general office and analyzed. A detailed report was 
then sent to the company management. There was one question to a 
page in the booklet. Here are a few sample questions : 

2. Would you like to know more about the company’s financial 
affairs? If so, what particular things would you like to know? (For 
example: Profits, losses, stockholders, operating costs, etc.) 

12a. Do you know how to go about applying for a trams fer to 
another job? If not, what particular things would you like to know 
about this? 

19. Do you think the plant magazine is worth while ? How could 
it be improved ? 

23. What don’t you like about this company’s organization? (In 
other words, what would you do differently if you were running your 
shift, your department, or the plant ?) 


Printed with Mr, E. B. Roberts’ permission. 
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The company used questions that would require thought and written 
comment. The returns were analyzed on two bases : “First, to give 
thorough study to individual answers ; and second, to attempt an interpre- 
tation of common attitudes based on the number and tone of the replies.” 
No statistical method was used. The general conclusions were cataloged 
under these headings: security, quality, supervisors, seniority, informa- 
tion, wages, working conditions, hours, grievances, promotions, bonus, 
private affairs, suggestion systems and magazines, bulletin boards, and 
what the employees liked best about the company. 

The principal benefits derived from asking employees what they 
would like to know were: (1) a most obvious upswing in morale because 
the management announced that it was honestly asking the opinion of its 
people as to how it should proceed along any line, and (2) ideas and 
suggestions to help management shape its information program soundly, 
and the substantial number of additional thoughts for improving busi- 
ness. Other benefits from this technique are: that it puts management 
in a position to say from now on, “This is the information you asked for. 
You wanted it,” and further that it eliminates much of the natural 
suspicion with which the average person might view a sudden release 
of company information. 

J. J. Evans of the Armstrong Cork Company claims that the use of 
attitude surveys can improve employee relations.® He emphasizes four 
objectives in conducting an attitude or morale survey: 

1. To discover whether employees are dissatisfied with any phase of 

their work. 

2. To disclose situations which might lead to future misunderstand- 

ings. 

3. To find out employee reaction to company programs and policies. 

4. To get suggestions for improvement of work, working conditions, 

etc. 

These four objectives can be accomplished, in his opinion, provided 
that at the outset two basic principles are observed, namely : 

1. That all replies are sincere and definite. 

2. That management promises to take action where it is warranted 

according to the replies given on the questionnaire. 

Mr. Evans stressed that the value of a morale survey lies in the fact 
that it supplements the management’s and supervisors’ viewpoints on 
employee relations problems. Employees feel more free to make remarks 
and give opinions and ideas that they are not likely to express orally. 

® J. J. Evans, Pcrsoymcl, November, 1940. Z 
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Since supervisors are in closest contact with employees and, therefore, 
responsible for good employee relations, it is logical that they should con- 
duct the attitude survey. 

The morale survey was started in the Armstrong Cork Company after 
it had been discussed in 23 conference groups of 366 supervisors in differ- 
ent plants. The topics of discussion fell into three main groups : 

1. What topics should be covered in the survey? 

2. How should the ciuestionnaire be distributed, filled out, and re- 

turned? 

3. How should the survey be introduced and explained to the em- 

ployee ? 

It was finally worked out that the supervisors proposed general cptes- 
tions. Questions must be carefully worded so as to give no possibility 
of misinterpretation. The wording of the questions should not suggest 
how they should be answered. Because of this, the exact phrasing was 
left up to a small group in order to avoid “slanting” the questionnaire. 
The supervisors brought up 270 questions on personnel and industrial 
relations which were easily classified into the following groups : working 
conditions, company policies, hours of work, supervisors, safety pro- 
motion, suggestions, general c|uestions about the company, and a small 
group of miscellaneous questions. After they had discussed several other 
methods, it was decided that the immediate supervisors should distribute 
the questionnaires. The filled-in questionnaires were returned in a sealed 
box in order to insure absolute anonymity. 

The survey was introduced to the employee by his immediate super- 
visor, since he was closest to the employee. Bulletin boards were also 
used to acquaint the employee with the objectives and benefits to be 
derived from a morale survey. Special emphasis was placed on the fact 
that there was no possibility that any statement made by an employee 
would react to his disadvantage. Employees’ representatives were also 
asked to help put the survey across to the employees. 

The survey was first tried out in a test plant, using a questionnaire 
standard for the company with certain variations to meet local demands. 
After they had been filled in, the questionnaires were all sent to the 
general personnel department for tabulation. The replies were punched 
out on tabulating cards, and from these, statistical reports were made. 
These reports were sent to the plant manager, the production manager, 
and the vice president in charge of manufacture. 

In various plants of the company, an average of 73.5% of the ques- 
tionnaires were filled in and returned. The employees’ interest and sin- 
cerity were evidenced by the 15,693 comments written on the 3,200 ques- 
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tionnaires that were returned, in addition to checked multiple choice 
answers. The technique of the morale survey provided management with 
an accurate appraisal of employees’ corporate feelings from the employ- 
ees themselves, which was valuable in bettering employee relations. 

Other examples of the questionnaire method of making morale sur- 
veys could be given. One of the leaders in this field was the late J. David 
Houser, whose excellent report in his book What People Want from 
Business^ presents many of the results accomplished by his investiga- 
tions. It is recommended not only to those interested in morale surveys, 
but also to those interested in the importance of the various means of 
motivating workers and improving morale. 


Use of Attitude Scales 

The third method of measuring morale is the use of the attitude scale. 
L. L. Thurstone did much of the original research fundamental in the 
development of attitude scales. H. H. Remniers has developed gen- 
eralized attitude scales which enable the measurement of specific atti- 
tudes, and also a scale which will measure a large variety of attitudes 
toward a specific subject, such as a job, company policy, and so on. 

R. S. Uhrbrock ’■i used attitude scales in a study of the attitudes of 
workers and foremen in twelve factories. He found a range of attitudes 
of workers in the different plants from 5.97, showing indifference, to 
over 7, a most favorable attitude. 

H. B. Bergen devised some attitude scale questions and the scale 
values for those questions, as shown in Figure 57. In the company of 
more than 1,000 employees about which Bergen reported, he found a 
range of average departmental morale scores from 45.9 in the lowest 
department to 69.4 in the highest, with an average of 57.1 for all em- 
ployees. These morale averages pointed out to the company the depart- 
ment with lower morale and emphasized where improvement could be 
made. It also showed where the morale of special groups according to 
sex, length of service, earnings, and type of work should be improved. 
It indicated specific personnel practices and policy needing attention. 

E. J. Benge has written a manual of procedures and has exemplified 
variations in department morale scores as shown in Figure 58. McGregor 

New York, McGraw-Hill Book Co., Inc., 1938. 

H. H. Remmers, “The Analysis of Employee Attitudes,” Proceedings of First Per- 
sonnel Institnte, Columbus, Ohio, Ohio State University Publications, College of Com- 
merce Conference Series 2. 

“ R. S. Uhrbrock, “Attitudes of 4,430 Employees,” Journal of Social Psychology, 
Vol. 5, August, 1934, pp. .365-377. 

E. Bergen, “Finding Out What Employees Are Tliinking,” The Conference 
Board Alanageinent Record, New York, April, 1939, p. 2. 

E. J. Benge, Hozv to Make a Morale Survey, Deep River, Conn., National Fore- 
man’s Institute. 
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ATTITUDE STATEMENT 

Scale Value 
(Factor 10) 

1 am made to feel that I am really a part of this organization 9.72 

I can feel reasonably sure of holding my job as long as I do 

good work 8.33 

I can usually find out how I stand with my boss 7.00 

On the whole, the company treats us about as well as we 

deserve 6-60 

I think training in better ways of doing the job should be given 

to all employees of the company 4.72 

I have never understood just what the company’s personnel 

policy is 4.06 

In my job, I don’t get any chance to use my experience 3.18 

I can never find out how I stand with my boss 2.77 

A large number of the employees would leave here if they 
could get as good jobs elsewhere 1.67 

I think the company’s policy is to pay employees just as little 
as it can get away with 80 

Figure 57. Attitude Scale 
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DEPARTMENTAL MORALE SCORES 


Figure 58. Departmental Morale Scores — Company R, 6 Low Departments, 
5 High Departments 

(E. J. Benge, How to Make a Morals Survey, Deep River, Conn., National 
Foreman’s Institute, 1941, Fig. 15.) 
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*28. Job Security for Good Work 
29. Security Compared to Elsewher 

Figure 59. 1940 Morale Profile of a Single Department — Florida Power & Light Company. The leadership in this 
department was below company average. 

(McGregor Smith, “Mending Our Weakest Links,” Advanced Management, April-June, 1942, p. 81.) 
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Smith has given a morale profile of a single department of Florida 
Power & Light Company, as shown in Figure 59. 

How to Start a Morale Survey 

The value of the counseling, questionnaire, and attitude scale methods 
of determining morale has been shown by the examples of their use 
and the results accomplished. A company desiring to make a morale 
survey can carry out a procedure based on the methods already used in 
a number of companies : . 

1. Select someone to be responsible for making the survey. 

2. (a) Have conferences with all foremen and supervisors on the 

subject of employee morale and what makes good em- 
ployee morale. 

(b) Ask foremen and members of management what impor- 

tant questions should be asked to determine employee 
morale. 

(c) Tabulate the questions and select the most important ones. 

Add other questions wFich may help solve special prob- 
lems about which a solution is desired. 

3. Devise a questionnaire or attitude scale from the questions so 

determined and others. As a guide to the items : 

(a) Include all important factors to job satisfaction and pro- 

duction. 

(b) Be specific and avoid general adjectives, such as “good.” 

(c) Avoid double statements. 

(d) Avoid questions which havfe a relation to the answer or are 

worded so as to influence a desired answer. 

(e) Questions should bring same answer if asked by different 

persons. 

(f) Questions should be short. 

(ff) Questions should not compliment nor shame the person 
answering the question. 

Weight each question according to its value (or relative value). 

4. Ask each foreman, and through him his employees, to answer 

or check all the questions of the questionnaire or scale with- 
out signing it. 

Advanced Management, April-] vine, 1942 . 

indebted to W. E. Giese for suggestions on these items. See his 
M. b. thes’s, Experiments in Evaluating, Purdue University, Lafayette, Indiana. 
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5. Tabulate the replies and determine the morale scores by depart- 

ments, classifications, and personnel factors. 

6. Devise methods, through conferences with those concerned, for 

the improvement of morale where the results show such is 
needed. Follow up the plans to see that they have been car- 
ried out. 


7. Check periodically on morale and improvement methods by 

repeating the procedure. 

8. Apply modern personnel and industrial relations methods and 

techniques for the improvement of morale. 


Making a morale survey is one of the steps which management can 
take to apply democracy to the company, for it means obtaining the 
opinions of the employees and developing policies to fit those opinions 
as closely as possible. It gives the employees an opportunity to express 
their opinions, which is an essential in a democracy. 



CHAPTER 13 


SAFETY 

Safety, the prevention of accidents, has as its most important pur- 
pose the prevention of the loss of life because of accidents, and the loss 
of happiness or parts of the body because of preventable injuries. It is 
human in all of its aspects, not only the prevention of human suffering 
from the sufferers’ point of view, but also the prevention of hardship 
and worry by families of the sufferers. The employee in industry owes 
it to himself and his family to work safely in order to protect his wages, 
his ability to work, and the income of his family. 

The employer owes it to himself and his employees to promote safety 
in order to prevent the employees’ human and preventable losses and 
to prevent the loss of production and money because of accidents. This 
involves the human approach to safety through personal relation- 
ships between the employer’s safety organization and the employee. By 
providing and maintaining safe working conditions, the employer frees 
the employee from the caution and worry which prevents full produc- 
tion. Safety gives the employee the self-confidence necessary for effec- 
tive work. It promotes good work. If the employee worries about not 
being safe, he cannot do his best work. The universal slogan — Safety 
First — has rightfully become a common expression to American workers. 

Number and Types of Accidents. — In 1942, there were 9,200,000 
accidental injuries — 93,000 deaths, 320,000 permanent disabilities, and 
8,750,000 temporary total disabilities. Of these injuries, 1,800,000 were 
occupational, 4,600,000 were in the home, 1,000,000 were motor vehicle, 
and 1,700,000 public (not motor vehicle). The total accidental injuries 
cost about $5,200,000,000 in wage loss, medical expense, overhead cost 
of insurance, property damage, and the “indirect” costs of occupational 
accidents. The occupational injuries in industry cost $2,300,000,000, 
comprising $620,000,000 in wage loss, $100,000,000 medical expense, 
and $300,000,000 for insurance, overhead, and $1,300,000,000 “indirect” 
costs. These figures are staggering. If a riot occurred in this country 
and 93,000 (the number of accidental deaths in 1942) people were 
killed, the nation would be stirred to righteous indignation; but when 
they are killed accidentally, there is no uprising. 
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Table 10. Causes of Accidents as Determined by the 
National Safety Council 


National Safety Council Studies 


! 

Industrial Accident 

Cause Studies 

No.l 

1,000 

Serious 

Cases 

No. 2 
4,800 
Serious 
Cases 

No. 3 
1,000 . 
Cases 

Unsafe Acts 




Total Cases 


100% 

100% 

Overloading, poor arranging 


7 

lb 

Unnecessary exposure to danger 


•25 

27 

Unsafe equipment, improper use of equip-' 




ment 


15 1 

16 

Non-use personal protective equipment 

Working on moving or dangerous equip- 

Not 

9 

15 

ment 

tabulated 

14 

6 

Improper starting or stopping 


9 

S 

Operating at unsafe speed 


3 

7 

Making safety devices inoperative 


5 

1 

No unsafe act 


13 

13 

Mechanical Causes 




Total Cases 

100% 

100% 

100% 

Hazardous arrangement, procedure 

34 

34 

34 

Defective agencies 

15 

IS 

18 

Unsafe dress or apparel 

9 

6 

IS 

Improper illumination or ventilation « 


1 

2 

Improper guarding 

27 

25 

9 

No mechanical cause 

Personal Causes 

IS 

19 

22 

Total Cases 

100% 

100% 

' 100% 

Improper attitude 

48 

SO 

31 

Lack of knowledge or skill 

35 

30 

48 

Bodily defects 


2 

3 

No personal cause 

17 

18 

18 


N.S.C. Study No. 1 — 1,000 pennfgient disabilities and deaths, representative cross-sec- 
tion of indu.stry. 

N.S.C. Study No. 2 — 4,800 permanent disabilities and deaths, total cases reported in 
detail. _ , 

N.S.C. Study No. 3 — 1,000 cases, including temporai-y total disa.bilities, heavily weighted 
by the experience of a few large companies. 

{Accident Facts, Chicago, National Safety Council, 1943, p. 16.) 


It has lieen estimated that the 4,000,000 workers injured in 1942 on 
and off the job caused a loss during The year of 380,000,000 man-days, 
enough to build 13,000 heavy bombers or 39 battleships. In peacetimes, 
a similar amount of production and standard of living is lost; most of it 
needlessly. 

These costs are tremendous btit the suffering, loss of security, and 
the general lowering of human happiness of the injured worker are 
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almost beyond human conception when such a large percentage of these 
accidents can be prevented. 

In general, it is accepted that about 90% of all accidents can be pre- 
vented. H. W. Heinrich^ has estimated that 98% of the accidents are 
preventable. Industries vary greatly in the frequency and severity of 
accidents. Also, companies within industries vary greatly, as do the 
types and causes of accidents within a company.^ 

The causes of accidents in 1942 as determined by the ‘National Safety 
Council from 4800 cases are shown in Table 10. Two out of three acci- 
dents were found to have both personal and mechanical causes. The 
types of accidents ® and the parts of the body affected were : 


Types of Compensated 
Occupational Accidents 


Handling objects 24% 

Falls 18 

Machinery 12 

Vehicles 9 

Falling objects 10 

Hand tools 8 

Stepping on or striking against 8 
Others 11 


Parts of Body Affected 
Per Cent of Cases 


Eyes 4% 

Head (except eyes) 7 

Arms 9 

Trunk 20 

Hands 8 

Fingers 22 

Legs 13 

Feet 8 

Toes 5 

General 4 


The figures are important from the standpoint of causes. In general, 
accidents can be prevented by an adequate safety organization carrying 
out good safety activities. 


Organization of Safety Work 

For successful safety v/ork, it is essential to place a definite program 
in the hands of someone who can and will assume the responsibility. It 
is usually the practice for one man to be responsible for the progress of 
safety work in an entire plant, whether it is large or small. He is usually 
called a safety director or sometimes a safety engineer or safety inspec- 
tor. The safety director may have assistants under him in the various 
departments of the company. In a large plant the safety division is 
included in the personnel department on the same basis as the health 
and employment divisions. The large plant safety organization can be 

^ H. W. Heinrich, Industrial Accident Prevention^ York, McGraw-Hill Book Co., 
Inc.^ 1941, p. 19. 

f Set Accident Facts, Chicago, National Safety Council, 1943 (also issued yearly). 

•^Accident Facts, Chicago, National Safety Council, 1943. p. 14. 

^ Ibid., p.: 20. . ■ 
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adapted to the small plant simply by reducing the number of officers and 
the extent of the activities. The safety man in a small organization may 
have responsibilities other than safety. 

The aim of all safety activities should be to educate supervisors to 
assume responsibility for the safety of the workers under their super- 
vision. The safety director should act under a staff capacity, and his 
activities should be principally advisory or consultative. He may have 
meetings with foremen to discuss safety problems and to execute com- 
pany policies regarding safety in the plant. The foreman can educate 
his working force to appreciate the importance of safe practices. He 
thereb}^, through his efforts to maintain safe conditions within his depart- 
ment, strengthens his own position among his workers by increasing 
their respect for him and improving employee I'elations or “employee 
morale."’ It has even been said that “Safety is the world’s best good will 
builder.” A foreman who is completely “sold” on safety will inculcate 
a similar attitude among the workers. 



Figure 60. Safety Organization Chart 
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The i*espoiisibility for an effective manipulation of a good organiza- 
tion plan can be definitely divided into four main groups : the manage- 
ment, the director, the foremen, and the workers.” A typical organiza- 
tion plan for a large plant is shown in Figure 60. 

Results of Accident Prevention 

Safety work started forty years ago in order to “keep accidents at a 
minimum”; but as it grew, the present idea of “preventing accidents” 
resulted. The new conception evolved from the belief that the employee 
was responsible for accidents because of carelessness ; to the belief that 
some accidents are bound to happen; and finally that when they do 
occur, they bring with them inefficiency and losses to both employer and 
employee. In cases where an accident could have been prevented by 
safeguarding or other safety provisions, it was not necessarily the em- 
ployee's fault, even though it may have occurred through lack of coopera- 
tion on his part. The responsibility for safety has shifted from the 
employee to the employer, and, with this change, safety work has pro- 
duced far greater and better results. 

The idea of positive safety holds that it is necessary for the worker 
to be absolutely free from risk before he can produce. For example, in 
positive safety, a punch press operator must have both hands on levers 
so that they will be perfectly guarded against danger before the press can 
function. It is often difficult to achieve positive safety on machines with- 
out reducing production at the same time; but by careful study it can 
usually be done, and in many cases the output can be increased. Positive 
safety offers a large field in accident prevention and study. The design, 
construction, and maintenance of machine guards wdiich effectively elim- 
inate the “human element” are the sole examples of such a degree of 
safety. Only when a machine guard is entirely mechanical in operation, 
can it be entirely positive. . 

A good example of one corporation’s safety work as early as 1926 
was described by James J. Davis, Secretary of Labor, to E. H. Gary, 
then president of the United States Steel Corporation, as follows : 

Accident statistics for the iron and steel industry have been kept 
in the Bureau of Labor Statistics of this Department going back to 
1907, during which time the Commissioner of Labor Statistics in- 
forms me frequency accident rates in the industry have dropped from 
80.8 per one million man hour exposure in 1907 to 30.8 in 1924, and 
that the severity rates have dropped from 7.2 to 3. 

For a full cle.scription of such an organizational plan, see the author’.s Applied Per- 
sonnel Administration, New York, John Wiley & Sons, Inc., 1931, pp. 291-295. 
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More satisfactory still than’ this is the achievement of a smaller 
group of plants composed largely of the United States Steel Corpora- 
tion’s subsidiaries, and in which more energetic and systematic meth- 
ods have been installed and tenaciously adhered to. In this group of 
plants the frequency ratio has dropped from 60.3 per million hours of 
exposure in 1913 to 10.2 in 1924, and this group contains nearly one 
half of the iron and steel industries in the United States. 

What especially pleases me is your reported statement that the 
United States Steel Corporation has found that accident prevention 
and safety work really pays from a dollar-and-cents point of view. 
You are reported as having stated that the United States Steel Cor- 
poration in ten years spent $9,763,063 in accident prevention work 
and that the money saving resulting therefrom had been $14,609,920 
in addition to the fact that 250,000 men had been saved from injury, 
and probabl3r more than 40,000 had been saved from fatal injury. 

The National Safety Council ® has reported from 30% to 90% reduc- 
tions of accidents in fifteen companies. In 500 Ohio companies, there was 
a reduction of from 25% to 75% in the number of accidents after the 
establishment of safety departments. These results and many , others 
prove that safety work pays, is effective, saves life and limb, increases 
production, makes for efficiency and confidence in the company, and 
gives comfort and happiness to all concerned. 

Safety Activities 

Safety activities may be divided into the following seven classifi- 
cations : 

1. Mechanical safeguards 

2. Safety education and publicity 

3. Safety inspections 

4. Safety statistical work 

5. Engineering revision and safety engineering 

6. Safety competitions, rallies, and parades 

7. Fire and police activities 

Mechanical Safeguards. — About twenty years ago it was estimated 
that nearly 20% of the accidents could be prevented by mechanical safe- 
guards. Since the safety idea has been applied to the design of machines 
and to engineering appliances, in the form of mechanical safeguards, they 
have become more accident-proof. As early as the 1927 National Safety 
Congress, it was estimated that only about 10% of the accidents could 


® Records, in Accident Reduction, Bulletin No. 189. 
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still be prevented by their use. Each conscientious employer can easily 
endeavor to see that every mechanical hazard is mechanically guarded. 
This safeguarding not only prevents accidents, but also has a good morale 
effect upon the workmen, for the visible sign of actual protection is a 
splendid means for the employer to convince the employee that he is 
endeavoring to make the plant devoid of risks for him. Mechanical safe- 
guards usually involve a low installation and maintenance cost as com- 
pared to the costs of accidents. 

There are several general ideas about mechanical safeguards. Wher- 
ever possible these guards should be hinged, attached to the machines and 
not to the floor, and the machines should be easily oiled, cleaned, in- 
spected, and repaired. They should be strong enough to resist the weight 
that is put on them and still keep their shape. They should also be fire- 
proof, and where the cost is not prohibitive, they should be made of metal. 
When not in place, they should automatically prevent the operation of 
the machine until they are in place again. The guard should not wear 
on the guarded parts. 

The following descriptions of some of the mechanical safeguards and 
safety appliances and practices apply mainly to the materials and ma- 
chines seen in the average mechanical shop : 

Ladders should be of solid material, free from knots and other defects. 
Worn rungs should be replaced. “Nonslip bases and feet should be stand- 
ard equipment for all ladders. For wooden floors, metal points are rec- 
ommended, and for concrete, metal shoes or carborundum is recom- 
mended. They should be kept in a storeroom and not left standing. 

Stairzmys should replace ladders for a descent or ascent of 50 degrees 
or less from the horizontal. Handrails should be provided on each side of 
stairways. All stairways should be enclosed where possible. Risers and 
treads should be safe and not slippery. 

Platforms should be surrounded with special railings 42 inches high 
and of good, strong, and smooth material. 

Gear and friction drives should be completely encased, with side 
flanges to prevent fingers from getting under them. Guards for vertical 
belts, ropes, and chain drives should extend at least 6 feet above the floor. 
Handrails can be used if a clearance of 15 inches or more is allowed. 
Horizontal belts, ropes, and chains, 7 feet or less, should be guarded, 
and the guards should extend 15 inches above the belt and should be at 
least 42 inches high. 

Plyzvheels, crank shafts, large pulleys, and fans should be well 
guarded. If the guard is within 6 inches from the rim of the wheel, it 

These specifications may vary slightly in different states, by law or rule. 
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should be 5 feet high. Flywheels which run in pits should be provided 
with 6'inch toe guards around the pits. 

Ill stopping machines not individually motor driven, a clutch or some 
other adequate means of stopping the machine quickly should be pro- 
vided. Mechanical belt shifts should be provided instead of shifting belts 
by hand. 

Electrical hazards should be well guarded. All live parts of electrical 
equipment should be adequately protected by safeguards. All switch 
boards should be protected by substantial railings and warning signs. 
Electrical switches should be equipped with starting boxes enclosed to 
prevent any contact with the hands. All rotating parts should be guarded 
so that the hands cannot be placed near the moving parts. 

Good hoiisekeeping and orderly conditions prevent any accidents 
which result because of lack of order. Aisles should be straight and 
marked off with lines painted on the floor. Strict rules against leaving 
objects in the aisles should be observed. Methods of handling and piling 
material should be well thought out to prevent slipping and stumbling, 
overstrain, catching between objects handled, and dropping objects and 
tripping over them. A detailed inspection rating report sheet for check- 
ing good housekeeping conditions can be used.® 

Clothing which is loose and torn increases hazards of work near mov- 
ing machinery. Safe clothing should be worn. One-piece garments fitting 
close to the ankles, waists, wrists, and neck, and without loose flaps are 
recommended. 

Gloves should be such that they will not catch in moving parts of 
machinery. Women’s clothes should have no ribbons, belts, etc., catch- 
able in machinery, An 3 'thing on clothing which could be caught in 
moving parts should be avoided. 

Grinding wheels sliould be provided with a substantial hood connected 
with an exhaust fan to remove the dust. 

Woodworking machinery should be equipped with their proper guards. 
Jointers and planes should be equipped with jointer heads and guards 
for cutting blades. Circular saws should be equipped with a guard whicli 
entirely covers that part of the saw above the table and yet allows the 
unhampered use of the saw blades. Band saws should be completely 
enclosed with solid sheet metal or heavy wire netting; both the upper 
and lower wheels of the band saw should be enclosed. Hand tools should 
be kept in good condition. Hammer heads should be square; files and 
chisels should have handles securely fastened. Power hammers should 


The report in Revere Copper and Bras.s Incorporated covers : orderliness, cleanliness, 
scrap and rubbish, tools supplie.s, materials, power (wastage and leakage), lighting and 
ventilation, maintenance, safety, and general. 
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be guarded to prevent accidental tripping ; lathes should contain guards 
over all end gears. Drill presses should contain guards over the top gears 
and all other exposed gears where clothing, fingers, and other parts of 
the body may be caught. Milling machines should have guards to prevent, 
as nearly as possible, hands and fingers from slipping into the running 
and cutting tool. Similarly, all moving parts of all machines should be 
guarded. Injuries should be immediately looked after. 

should be worn where injury to the eyes is possible. 

Safety Education and Publicity. — Organized safety education can 
.prevent the greatest number of industrial accidents. For the most part, 
plants are fairly safe from the mechanical safeguard ppint of view. The 
workmen must now be trained to be careful and to know what to do in 
emergencies. They will sometimes tire of vigilance and will disregard 
protective devices unless safety education is continually emphasized. It 
is necessary to keep everlastingly at it ; for unless there is a continuous 
educational campaign, together with steady enforcement of safety prin- 
ciples, the safety work will not be effective. 

Safety education and publicity should include bulletin boards, posters, 
and handbooks. Bulletin boards should be of sufficient size, painted an 
attractive color, enclosed in glass, and well lighted. For this purpose the 
ones suggested by the National Safety Council are to be recommended, as 
well as safety posters of all descriptions. Safety articles should appear 
regularly in the plant paper, and every means should be taken to keep 
the subject always before the employees. 

Safety handbooks, including the safety rules of different departments, 
have served to stimulate interest. They are found in most of the plants 
which have definite safety programs. 

Safety instruction should be given without too many don’ts; it should 
be positive and not negative. For example, a certain worker, after being 
introduced to a machine and instructed not to put his hands behind the 
guards, did so through curiosity, with the result that he lost his hand. 
The reasons for safety on the job should be fully and carefully explained. 

An important part of safety education is the instruction of those who 
are to do and direct the safety work. The intensive short course devel- 
oped by the United States Office of Education and the United States 
Department of Labor and offered under the Engineering War Training 
Program of the United States Office of Education is a good example 
of such training. 

Safety Inspections,— Safety inspectors usually make inspections with 
foremen and departmental committees. Everything in each department 
is inspected in an endeavor to find out where an accident might be pre- 
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vented. If unsatisfactory conditions are disclosed, plans for improve- 
ment are discussed during the inspection, and the defect is remedied as 
soon as possible. The foreman is often helped in this respect when the 
physical conditions of his department are checked up and found in need 
of safeguarding. During every inspection, emphasis should be placed on 
safeguarding programs, improved general housekeeping, and searching 
for places where an accident could happen. The safety director or inspec- 
tor can materially assist the foreman in making a detailed and precise 
safety report for his department. 

Without the application of a suitable incentive plan, no safety inspec- 
tion program can be entirely successful. A positive, rather than negative, 
approach might be applied, in order that everyone concerned will appre- 
ciate the fact that he will receive suitable recognition for his efforts to 
maintain good mechanical conditions and orderly surroundings as well 
as penalties imposed for his failure to do so. 

It is often advisable to change the method of executing an accident 
prevention program, in order to eliminate monotony. Many of the pro- 
cedures applied by advertising organizations can be successfully em- 
ployed in safety activities, because safety must be constantly “sold” to 
workers. Here again, the “incentive plan” is effective. 

Safety Statistical Work. — Records of all accidents are usually kept 
in the safety department and are studied in relation to all departments. 
Regular weekly and monthly reports can be given to the management on 
all causes of accident and their relations to the various departments. Each 
.foreman can be furnished with a copy of the report concerning his de- 
partment, and be made to feel that it is his individual responsibility to 
prevent accidents. Analyses are generally made of all accident records 
and are sent to all concerned. Records and reports should convince the 
management that safety work pays both the employer and the employee. 

Engineering Revision and Safety Engineering. — Improvement and 
revision of mechanical equipment and processes in order to eliminate 
accidents, and at the same time maintain or increase production, should 
be constantly studied by all concerned with safety, and especially by the 
safety director. Safeguards do prevent accidents, but sometimes they 
hinder production. A few years ago, guards were often placed on punch 
presses and similar machines to protect the operator’s hands against being 
caught, even though they decreased his speed and production. Such 
practice led to difficulty until the modern mechanical feeding devices 
were installed, wdiich not only prevented the hands from feeding the 
material at the improper time but. also increased production. All machin- 
ery in the plant might be studied from this point of view. Engineering 
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revision is still a broad field for the application of engineering to accident 
prevention, especially in regard to safeguards and to the design of safe 
machines. 

Safety Competitions. — successful method of keeping safety before 
the attention of all in a plant is to carry on competitions. Safety parades 
and safety rallies are also a help. A description of a safety competition 
of the Delco-Remy Corporation follows : 


Our Safety Division is in charge of an engineer who devotes his 
entii'e time to safety work. For a number of years we have been 
guarding machines and hazardous operations and using safety ap- 
pliances and devices on a rather large scale. Our safety record has in 
the past been fairly good. However, it has been our experience that 
no matter how carefully the machines were guarded, we still had 
accidents of a preventable nature. In order to get both the operators 
and management to think more along safety lines, our safety director 
has launched the following plan : each plant has a safety flag that flies 
over the plant but is taken down when a lost-time accident occurs and 
remains down till the end of that shift. Each department in that 
plant, likewise, has a safety flag which is handled in the same way. 

A spirit of competition has arisen between the departments and be- 
tween the plants. Both the foremen and the operators are on the alert 
to see that no accident occurs in their department and that they are 
not responsible for pulling the flag down. The reduction of lost-time 
accidents has been remarkable. We do not expect to have a perfect 
safety record, yet we can recommend such a plan as a very good way 
to get the operators to “think safety.” 

Fire and Police Activities. — The fire and police activities of the 
plant, usually included as safety work, should be studied from the pre- 
ventive standpoint. Fire drills should be carried on regularly and the 
plant amply protected and policed. 

The Individual and Accident Prevention 

Even though all of the activities mentioned previously have been per- 
formed or carried out by the employer, an individual employee may have 
certain characteristics and be influenced by certain factors wdfich cause 
him to have a proneness for accidents. Joseph Tiffin ^ and Viteles have 
well explained how an employee tends to keep his same relative accident 
rate from one time to another, by showing that each employee has rela- 

- ® Joseph Tiffin, Industrial Psychology, New York, Prentice-Hall, Inc., 1942, Ch. 11, 
Accident and Safety.”: 

. ^“ Morris S. Viteles, Industrial Psychology, 'Ntw York, W. W. Norton & Co., 1932,. 
Ch, XVI, “Safety at Work.” ' 
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tively the same number of visits to the hospital because of injuries from 
year to year. Tiffin has shown that among 9,000 steel workers those 
who had nine visits the first year of the study, still had over five the 
second year. He indicated that the difference of over five remaining the 
second year shows certain accident proneness caused by individual psy- 
chological and physical factors within the employee, such as vision, age, 
service, emotions, intelligence, and others. Besides this personal prone- 
ness, many external factors are related to accident proneness, such as 
working conditions, attitude of the management toward the employee, 
hours of work, and mechanical and technological factors. 

Although it may be difficult to tell the exact degree of an individual’s 
accident proneness, something has and can be done to show it. Men with 
the same accident proneness may be prevented from having accidents 
according to the degree of safety activities by the management and the 
extent to which the employee is willing to practice those activities. 


National Safety Council 

A discussion of safety would not be complete without a word about 
the National Safety Council, Chicago, which has probably done more 
for safety than any other organization. It is a nonprofit, nonpartisan 
organization for the promotion of safety, sanitation, and health in indus- 
trial, public, and home life. It was founded in 1913, when a group of 
employers, appalled by the useless and unnecessary sacrifice of life and 
limb which occurred every year, determined upon a relentless fight 
against the causes of accidents. They realized that only through organi- 
zation and te,amwork could anything of great value be accomplished. 
With this dominant idea they formed the National Safety Council 
through which their united activities might function by the interchange 
of experiences. Year by year the Council has grown stronger, and sub- 
sequently its members, benefited by the cooperation and growing service 
of the organization, have reduced the number of their accidents. They 
have made their plants and their industries better and safer places in 
which to work. 

The Council has a membership of many thousand industrial concerns, 
government departments, insurance companies, schools, libraries, as well 
as miscellaneous organizations and persons. Its influence is felt through- 
out more than ten thousand workshops and among more than ten mil- 
lion workers, and its scope has grown from a national to an international 
field. 


See Tiffin ’.s Industrial Psychology, p. 286. 
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Each year, at the Annual Safety Congress, the members of the coun- 
cil elect directors. These in turn elect an executive committee, and this 
committee selects the paid and unpaid officers. Headquarters activities 
of the council have an Industrial Safety Division and a Public Safety 
Division. Each is devoted to its own wide field of safety interests. The 
Industrial Safety Division supplies the service for members among the 
factory and miscellaneous trade and workshop groups, transportation com- 
panies, and insurance companies interested in industrial coverage. The 
Public Safety Division supplies the service for members interested in 
better streets, highway and home safety, fire prevention,' school safet\', 
and other problems. Special attention is given to safety education through 
normal and teacher-training institutions, elementary schools, and all other 
public and parochial schools. Community safety councils have been 
founded in sixty-seven leading cities of the country to cooperate with 
the National Safety Council. 

The fundamental activities of the council are : illustrated safety post- 
ers, comprehensive small plant service, engineering consultation service, 
The National Safety News (monthly), motion pictures and slides, sta- 
tistics showing causes and remedies of accidents, Annual Safety Con- 
gress, home health features, community surveys, safety library, lessons 
for automobile drivers, articles and cartoons for plant magazines, safe 
practice pamphlets, regional conferences, illustrated press service and 
radio talks, attractive bulletin boards, and school safety lessons. 


Workmen’s Compensation 

One of the government’s early attempts to regulate industrial rela- 
tions was workmen’s compensation legislation to provide benefits to an 
employee who became injured in the line of duty. Employers have always 
been liable for negligence resulting in injury to their employees at com- 
mon law, but they also had many common law defences for accidents. 
The principal defences were that the employee assumed the risk of 
injury upon accepting employment with the company ; that the injury 
occurred because of contributory negligence on the part of the employee ; 
and that the injury was caused by negligence of a fellow-worker. The 
employee, often with little time or money, found it difficult to obtain a 
judgment, and when a judgment was obtained, it was usually costly to 
him. ■ 

Labor organizations and employees individually and by groups began 
to urge definite regulations of the payment of benefits for industrial acci- 
dents. It became evident with the growth of modern industry, the .speed- 
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ing up of processes, and the development of machines that accidents and 
diseases were incident to or happened in the necessar}' course of the 
operation of industry. It was recognized that no employee is perfect in 
his actions, and that his attention to his work cannot humanly be 100%. 
Therefore, some accidents were considered as incident to the industrial 
processes, and not preventable, for which reason they should be com- 
pensable. 

The first attempt at federal regulation for accident compensation was 
the Federal Liability Act of 1906 for employees on common carriers, the 
railroads. This Act was soon held invalid because it did not apply tc 
employers engaged in interstate commerce. This was soon followed by a 
similar Act in 1908. The earliest compensation acts were those of the 
states ; Maryland having passed a law in 1902 where benefits were 
allowed for injury without suit and without proof of negligence. New 
York passed a statute in 1910. This was declared unconstitutional, but 
a valid law was later passed in New York in 1913. Ten more states 
passed them in 1911. By 1921, forty-two states and three territories had 
passed these laws. Up to the latter part of 1941 all states but Mississippi 
had Workmen’s Compensation Acts. 

All these acts had to be constitutional. The principal hurdle in this 
respect was the Fourteenth Amendment to the Constitution, which guar- 
anteed equal protection to all persons and the right to protection of the 
due processes of law. Not until 1917 did the United States Supreme 
Court declare an entire compensation act constitutional. A good example 
of a compensation law is that of the Indiana Workmen’s Compensation 
Act of 1929 as amended in 1933. 

Industrial companies protect themselves from liability for workmen’s 
compensation by compensation insurance with commercial insurance 
companies whose rates are set by the National Council on Compensa- 
tion Insurance. This Council is made up of representatives of labor, 
employers, and in.surance companies. The expenses of this Council are 
financed by the companies. The work of the National Council is supple- 
mented by state councils. The rates are figured each year by the Na- 
tional Council, and each insurance company can charge only those rates 
based upon losses incurred in the various occupations. For example, in 
1938 the compensation rate for clerical workers was $.07 per $100 of 
wages; sales, $.46; carpenters, $3.00; steel workers, $22.31; and in 
Indiana in case of death, $5,000 benefits. 

A great amount of indu.strial safety work has been stimulated by the 
passing of the Workmen’s Compensation Acts under which the employee 
is compensated, according to provisions in the law, for accidents arising 
from his employment. In many states the reimbursement is fixed at two- 
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thirds of the weekly salary with the maximum and minimum amount 
payable, ranging from $5 to $45 in different states. Fixed sums are pay- 
able for some accidents, and for others compensation is allowed for a 
specified number of weeks. In case of death, the amount is usually defi- 
nitely fixed in a lump sum payable to the dependent or a payment of so 
much per week or per month for a specified time. The differences in the 
benefits provided by the Workmen’s Compensation Acts of various states 
can be seen in a summary provided by the U. S. Bureau of Labor Sta- 
tistics.^- 

''Minimum ami Maximum Benefits under Workmen's Compensation Laws by Exteitt 
of Disability and by States,” Monlhlv Labor Review, September, 193S, pp. 578-579. 


CHAPTER 14 


EMPLOYEE SERVICE WORK 

Employee service work has been introduced in order to improve the 
industrial environment, to provide opportunities for keeping employees 
mentally and physically fit, and to strengthen the morale of the whole 
organization. Satisfactory industrial practices in regard to employment, 
training, wages, turnover, and collective bargaining have all added to the 
welfare of the employee. The conditions which surround the worker 
should also be satisfactory so that he will not have to struggle to over- 
come them in order to do good work. 

Service work earns its name because service is rendered for and by the 
employee. It was formerly called “welfare” work, but as such it came 
into bad repute because employees felt that it was charity and too pater- 
nalistic. .It may be true that welfare work was carried on at first from 
charitable motives ; but the companies stressed the fact too much and 
employees naturally resented it. For these reasons welfare work was 
at times called “hellfare” work. 

Employees sometimes felt that welfare work was designed to replace 
full justice in wages and that the mone}'’ expended for it should have 
been put into their pay envelopes. Management took the attitude that if 
each employee had his small share of this amount, he could not individ- 
ually secure the advantages which could be provided for him when his 
share was pooled with that of his fellow-employees. Generally, emplo\-- 
ers emphasized too much what they were doing for the employees and 
did not explain that proper service activities should enable the employer 
to increase the earning power of each employee. Not until employees 
began to share the management of these activities did service work be- 
come recognized as a valuable aid to both parties. As antagonism eased, 
some companies continued to use the name welfare work because if a 
company has the wholehearted support, lo3'alty, and cooperation of its 
emplo3'ees, the name of a particular service is not so significant. 

It is customaiu^ to have both employees and emplo3'er represented in 
the management of service work. Furthermore, emplo3''ees .should share 
largely, for without their approval, service work can hardly be effective. 
It is also necessary that these services act as incentives to, the working- 
force. The crucial tests of the value of service work are: that it has the 
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wholehearted approval of the employees; that the employees feel that 
it is at least partly their own plan ; and that the service work should be 
an incentive. 

Activities included in service work will vary according to the needs 
and environment of various companies. They are concerned most com- 
monly with thrift plans, such as insurance, mutual benefit associations, 
stock participation, saving and loan financing ; recreational and social 
activities such as clubs, athletics, dramatics and musical meetings, dances, 
parties, picnics, rest rooms, locker rooms, etc. ; suggestion systems ; 
housing, gardens, and parks ; plant magazines ; restaurants, lunchrooms, 
company stores ; legal aid, and many other services. 

In large organizations this work is usually supervised by a service 
manager who is associated with the personnel director. As a rule it 
comprises one of the divisions of the personnel department and is on a 
par with employment, health, safety, and training divisions. The man- 
ager is responsible for the proper functioning of the division and par- 
ticularly for securing and keeping the cooperation of the employees in 
regard to its utilization and admini.stration. When there is no service 
manager, this work is supervised by the personnel director and applied 
by his assistants. In smaller plants a minor executive usually performs 
it along with other duties. Practically all effective work is done co- 
operatively, by representatives on committees of management and em- 
ployees. It has been found that the success of this work in industry 
depends upon whether it is carried out along broad comprehensive and 
cooperative lines. 

Industrial Thrift Plans 

A large percentage of employees in most companies give very little 
attention to the proper handling of their own financial affairs. They do 
not practice thrift, and often they are unable to meet financial emer- 
gencies when they arise, such as paying insurance premiums and taxes, 
and making mortgage payments. They do not save systematically in 
order to prepare for the future. For this reason the employer, in co- 
operation with employees, has sought to provide certain thrift activities 
with the object of affording protection against losses caused by sickness, 
accident, and death; of promoting fellowship and good feeling between 
employees and management; of eliminating the voluntary contribution 
of funds for disabled employees and charity; and of setting up a sys- 
tematic and businesslike method for meeting financial emergencies and 
preparing for the future. The importance of an incentive for thrift 
among the workers has been strongly felt, because so few of the rank 
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and file save systematically without cooperation, and because those who 
do save systematically have been found to be more efficient and depend- 
able. Employers were formerly of the opinion that when they paid good 
wages, they had no reason to concern themselves with how the money 
was spent. Insurance, mutual benefit association, stock participation, 
savings plans, loans, and building and loan associations are included in 
this program. 

Insurance. — Insurance is an economical type of financial aid for the 
worker, for it gives him a feeling of security. The reassuring thought 
that provision has been made against the uncertainties of life is very 
conducive to personal contentment and attention to work. Many insur- 
ance plans were tried by unions, fraternal orders, benefit societies, and 
lodges before industry took up the idea. In spite of the fact that they 
were honestly conducted, some of them failed because of lack of account- 
ing knowledge and actuarial skill. Finally, employers took up the matter 
on an actuarial basis, with the result that it has produced a more stable 
working force. The important industrial insurance plans will be de- 
scribed individually. 

Group Insurance. — Group insurance is a form of life insurance, 
and sometimes other types, maintained by the employer and his employees. 
The employer may also carry other kinds of insurance such as that 
which provides employees with workmen’s compensation and employer’s 
liability. As the employer is liable under workmen’s compensation laws 
for injuries to employees, the latter plan is an advantage to him and at 
the same time assures the employee that he will not have to go to court 
for certain benefits. 

Group insurance covers all employees, whether individually insurable 
or not, which is a great help to woi'kers with slight physical disabilities. 
It also takes in a high percentage of employees who would not buy life 
insurance of their own accord. Employers have found it economical 
because, through promoting a more careful selection of insurables, labor 
turnover has been reduced. Its low cost and sound principles also add 
to its increasing acceptance. There are disadvantages to this plan, for it 
deprives the workmen of an incentive of acting for themselves and it 
does not operate for small groups. The fact that group insurance has 
expanded so greatly and has been adopted by so many companies in 
recent years, proves that its worth has been recognized. 

Many group insurance plans today provide life, accident, hospitaliza- 
tion, and salary insurance for every employee who has been in continuous 
service to the company, usually for one year or more. In some companies 
it is as low as for six months. The amount is based upon either salary 
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or length of service. Each employee receives a policy, the cost of which 
is borne by the company, or company and the employee. An effective 
group insurance plan, somewhat all inclusive, is that of the L. S. Ayres 
and Company of Indianapolis, Indiana. 

Mutual Insurance. — Mutual insurance is somewhat similar to group 
insurance except that the employer has little if anything to do with it. 
The employees form groups, take out insurance, manage the plan, and 
pay the premiums themselves. Sometimes it is not a success because some 
employees do not keep their premiums paid promptly and because the 
group may not know how to manage the plan efficiently. The company 
may also work out its own plan or take it from a regular insurance com- 
pany. There is also a combination of these last two plans under which 
employees and management take out insurance and pay for it jointly. 


Individual Employee Insurance. — Individual employee insurance is 
what the name implies. Each employee takes out his own insurance as he 
sees fit and pays for it himself. The company usually encourages it. For 
example, the Western Electric Company carried on an extensive insur- 
ance encouragement program. Pamphlets were printed, articles were 
written in the plant magazine, and informatory talks were given. The 
information embraced the kinds of policies, rates, and amounts to take 
according to pay. 

Mutual Benefit Associations. — The mutual benefit association is an 
organization of employees who pay small fees into a fund, from which 
amounts are paid to workers for medical attention and care during peri- 
ods of sickness and accident, and upon death for funeral expenses. 
Formerly, if an employee became sick and disabled, in order to meet 
the emergency, it may have been necessary for him either to go in debt 
or to accept a voluntary contribution. Because of its charitable and 
unbusinesslike aspect, the situation became unsatisfactory to employees 
as well as to employers. Therefore,, mutual benefit associations wei'e 
organized in order to provide a systematic and cooperative means of 
assistance. Before the establishment of these associations, relief was 
uncertain and often inadequate. These associations are semi-voluntary ; 
that is, the companies usually say that membership is up to the individual, 
but at the time of employment, in many companies, pressure is more or 
less brought to bear and public opinion makes membership almost obliga- 
tory. It is financed by .the deduction of a small amount (from 10 to 25 
cents each week) from the pay of each employee. As a rule, over 95 
per cent of the employees belong to these groups. In many companies 
they are called relief associations. 
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Benefits are usually paid for a limited period of time after so many 
days of sickness or leave because of accident. The amount of money 
varies according to the pay of the employee or his dues. In some asso- 
ciations both sick and death benefits are paid, while others provide old- 
age benefits and compensation for unforeseen loss of wages. The best 
associations are managed jointly by representatives from both manage- 
ment and workers. To be successful and financally safe, the association 
must be run on a sound accounting, business, and actuarial basis. Some 
companies replace the activities of a mutual benefit association by grant- 
ing a man a reasonable sick leave with pay or partial pay, in addition to 
his regular vacation. This last plan saves the expense of deducting the 
small amount from the pay envelope. 

Stock Participation. — The opportunity to invest systematically in 
their companies’ stock has caused over a million employees to take 
advantage of the offer to own stock in their companies. If a company is 
financially sound, an employees’ stock participation plan can be operated 
efficiently for financial gain and the promotion of thrift among employ- 
ees ; for building good will and developing cooperation laetween employer 
and employee; and for the reduction of labor turnover. There are 
dangers if a company is financially shaky or the value of the stock de- 
clines, bicause such a plan may cause employees to lose confidence in the 
company. The practice of employee stock participation is found more 
generally in tl;e larger and more secure companies. As bankers usually 
encourage their clients to diversify their investments, such concentrated 
investment may not be popular with them. 

In the Western Electric Company, “Any employee who has had at 
least six months’ seiwice with the compaii}'- is eligible to purchase. 
A. T, & T. stock on the salary deduction plan. The deductions amount 
to $ .75 a week or $3.00 a month, and the Company credits interest on 
these deductions at the rate of 7% compounded quarterly. Each emplo3i'ee 
is allowed to purchase one share for each $300 of his annual salary. 
More than 60% of our employees are taking advantage of this privilege 
and at the present time ai*e saving more than $10,000 a day under this 
one plan alone.” 

G. A. Bowers made a study and classification of over 150 stock par- 
ticipation plans.^ 

Savings and Loan Financing. — The savings plan is sometimes re- 
garded as educational in that it is the opportunity of each employer to 

’ For the classsification of these plans, see Employee hwestmcnts fn Company Securi- 
ties, American Management Assn., Convention Series No, 35. 
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teach or to show the employee, who usually does not know businesslike 
saving principles, how to save and to learn business principles prof- 
itably. 

The usual savings plan involves deducting from the employee’s pay 
an agreed amount and depositing it to his credit in a specified bank. 
Then, as a thrift incentive, the company often adds an amount in pro- 
portion to the amount saved. As savings tend to accumulate rapidly, the 
employee is impressed and encouraged. Such a plan necessitates family 
budgeting, encourages home building, and provides funds to meet emer- 
gencies. 

Loans to help take care of emergencies which arise are valuable 
because they tend to produce more confidence in the company. It is often 
distasteful for an employee to go before the management or a committee 
for a loan ; therefore, some provision should j)e made whereby the em- 
ployee can secure approval for his loan by someone who will be friendly 
and close to him. Credit unions have been formed in many companies 
under provisions (charters) granted by the state laws or the Federal 
Credit Union Law.^ 

The building and loan association is another thrift plan which merits 
attention and encouragement by the employer. Usually the demands on 
companies for loans for the purpose of building homes by their em- 
ployees are so great that it is often logical to form associations j^rimarily 
for that purpose and organize them under a charter from the state. 

The Wise Use of Leisure Time by Employees 

The growth of leisure in normal times is important because an in- 
crease in leisure is considered by some people as an increase in the wel- 
fare of the person receiving it. Professor Paul H. Douglas said, “The 
worker’s real income consists not only in commodities and services but 
also in leisure. An increase in the latter is as worthy of being chronicled 
as is an increase in the former,” 

From 1899 to 1929, the average hours of work per week decreased 
11.2 hours per week or 19% in thirty years; whereas from 1929 to the 
depth of the depression in 1933, hours decreased 14.4 hours per week 
or 14% in four years, about three-fourths as much in the latter four 
years as in the previous thirty years. From 1899 to 1933, the average 
weekly hours of work decreased from 59.6 to 34.0, a decrease of 25.6 
hours or 43% in thirty-four years. During World War IT, hours of 

^ 2 j^formation on credit unions can be obtained from the Credit Union National Exten- 
Sion Bureau, Boston, Mass, Also see Chapter 22, "Labor-Management Cooperation." 

Douglas, Real Wages in ihe United States, Boston, Houghton Mifflin Co., 

1930, p. 13. 
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work per week increased again to meet the production demands and the 
shortage of labor. . ^ 

If all time free from work is considered as leisure, the total hours of 
leisure per week can be obtained by subtracting the hours of work from 
the total 168 hours in a week. The hours of leisure per week increased 
from 108.4 in 1899 to 119.6 in 1929, an increase of 11.2 hours or 11% 
in thirty years ; and from 119.6 in 1929 to 134 in 1933, an increase of 
14.4 hours or 10% in four years. The increase during the four depres- 
sion yedVs before 1933 was almost as large as the increase during the 
preceding thirty years. From 1899 to 1933, the hours of leisure increased 
25.6 hours or 24%, whereas the hours of work decreased the same num- 
ber of actual hours but that decrease was 43% of the 1899 base, or a 
19% differentially greater decrease than the increased percentage of 
leisure. This differential between the relative increase of leisure and 
decrease of hours of work may have some bearing upon the considera- 
tions of reductions in hours after World War II. 

Growth of Leisure Facilities and Activities. — In 1929 President 
Hoover appointed a Research Committee on Social Trends to survey 
social changes in this country. Funds for the®research were granted by 
the Rockefeller Foundation, and a group of expert social scientists 
studied scientifically the factors of change in modern society. Their 
findings were published as Recent 'Social Trends in the United States, 
and in a series of monographs on special phases of social trends. The 
committee considered the problems presented by increasing leisure of 
such importance that a special study ® was made on recent recreational 
trends in this country. That study primarily emphasized parks and 
playgrounds, competitive sports and games, commercial amusements, 
leisure-time clubs and associations, pleasure travel, and the varied activ- 
ities associated with outdoor vacation life. Many recreational facilities 
and activities were studied, separately and in detail, with respect to their 
growths and trends. 

The genei'al average yearly per cent increase in the recreational 
facilities and activities covered by the President’s Research Committee 
on Social Trends was found to be 40.6%. This figure of the general 
increase can be criticized from the standpoint of the exact periods cov- 
ered in the studies of the nature of separate facilities and activities. It 
does show that there has been a rapid yearly increase in almost all of 
the facilities for recreation and leisure-time activities. 

New York, McGraw-Hill Book Co., 1933. , 

® J. F. Steiner, Americans at Play, Nevr York, McGraw-Hill Book Go., 1933, p. 201. 
Also Recent Social Trends, Report of the President’s Research Committee on Social 
Trends, New York, McGraw-Hill Book Co., Inc;, 1933, Vol. H, p. 912, etc. 
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Leisure as “Consumable.”--The idea of increased leisure, or 
shorter hours of work, for increasing consumption has come to the fore- 
ground in recent decades. Leisure, as. a means of increasing consump- 
tion, is conceived from several viewpoints. First, leisure gives people 
time to consume goods and services; therefore, if leisure is increased, 
consumption will increase. Second, leisure not only increases old wants 
and desires but also creates new ones which would increase consumption 
of goods and services. Third, machinery and improved methods have 
increased production to the extent that the supply of goods i5 greater 
than the demand in normal times, and this situation provides an oppor- 
tunity to increase leisure time of workers so that they can consume more. 
Fourth, increased leisure would give people more time to consume the 
gifts of nature, such as fresh air and sunshine, and therel)y increase 
their health, which w'ould in turn increase their output per hour and 
not necessarily decrease the total output per worker because of the 
decreased total working time. And also, many forms of amusement and 
recreation are provided on a commercial basis and an increase in leisure 
could increase their consumption, such as, for example, moving pictures, 
automobile touring, travel, radio, etc. 

The new attitude toward leisure as “consumable” was shown in the 
report of the comraiftee on Recent Economic Changes of President 
Hoover’s Conference on Unemployment ® in 1929. The idea of leisure 
for consumption is not new although it has been emjDhasized more during 
the last decades. 

Impetus was given to the idea of leisure for consumption by Henry 
Ford when, in 1926, he announced shorter hours and higher wages for 
his employees, so that they would have both the time and money to pur- 
chase goods. He stated that mass production necessitated mass con- 
sumption. Other employers adopted the theory, until by 1928 it was 
not uncommon to see in print and to hear that prosperity was based on 
high wages and shorter hours to permit workers to consume. 

Ira Steward,^ the advocate of the eight-hour working clay, preached 
the doctrine that decreased hours of work wmitld increase wants, by 
giving workers an opportunity to see the modes of living of other 
people and to carry on social life. In 1886 the American Federation of 
Labor encouraged the stimulation of consumption by decreasing the 
hours of work so that the workers would have time to consume the 
oversupply of goods produced by labor-savfng machinery. 


Committee on Recent Economic Changes of the President’s Conference on Unem- 
ployment, A Changes in the United States, The National Bureau of 

Research, Inc., New York, McGraw-Hill Book Co., Inc., 1929, p. vvi 
Al. C. Cahill, Shorter Hours, New York, Columbia University Press, 1932, p, 16. 



EMPLOYEE SERVICE WORK 


359 


Ch. 14] 

During the depression, however, the idea of shorter hours to permit 
consumption shifted to that of shorter hours to relieve unem- 
ployment. 

Recreational and Social Activities 

Play is an essential feature of human nature. It may be made an 
integral part of efficient industrial work. The worker’s mind and body 
must l:)e given time to recreate. Wise management has recognized this 
fact and has provided an opportunity for supervised recreation and 
entertainment under good conditions. These activities usually in- 
clude clubs, athletics, di'amatics, musical activities, parties, dances, pic- 
nics, etc. 

The basic reasons for a company’s having a recreation program ® for 
its employees are : 

1. It makes for better health, efficiency, and it improves worker 

morale. 

2. A satisfying leisure-time program which is jointly sponsored by 

the worker, the industry, and the community, with each shar- 
ing in the job of building a richer community life, can be one 
of the specific answers to an improved employee-employer 
relationship. 

3. The aims of industrial recreation are precisely the same as those 

of all other types of recreation. The industrial worker needs 
recreation for exactly the same reasons as any other member 
of the community. Any program based merely upon increas- 
ing the efficiency of the work will fail. Any group of people 
will rightly resent a progi'am arranged for the increase of their 
own efficiency. This will be the outcome, but it must not 
consciously be set up as an aim. 

Existing self-governing clubs, athletic and otherwise, already in ex- 
istence, or a new employees’ association, can be the starting point for a 
wide-range program of recreation. The well-planned program can and 
should take cultural and social aspects into consideration. The athletic 
emphasis is notable and worth while, but it should not supersede other 
talents and abilities of the worker.. The following is a suggested prO' 
gram of activities for industrial workers: 

^ For good description of inclu.strial recreation see L. J. Diehl and F. R. Ea.stwoocl, 
hubistrial Recreation, Lafayette, Ind., Purdne University, 1940, (and other bulletins on 

recreation). : , 
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1. Noon hour at the plant 

(a) Athletic activities: 

(b) Social activities : 

1. Horseshoes 

1. Checkers 

2. Volleyball 

2, Darts (baseball, foot- 

3. Softball 

ball, etc.) 

4. Shuffleboard 

3. Pinochle 

5, Handball 

4. Pitch 

6 . Badminton 

5. Discussion groups 

7. Deck tennis 

(c) Musical activities: 

8 . Baseball throwing for 

1. Band concert 

accuracy 

2. Orchestra 

9. Basketball free throw- 

3. Community singing 

ing 

4. Amateur program 

10. Others 

5. Chorus 

6 . Music — use sound sys- 
tem and rebroadcast 
popular and classical 
music.^ 

11. Late afternoon and evening activities 

(a) Recreational activities: 

(c) Musical activities: 

1. Volleyball 

1. Band concerts and re- 

2. Basketball 

hearsals 

3. Baseball 

2. Orchestra 

4. Softball 

3. Chorus or glee clubs 

5. Archery 

4. Community singing 

6 . Tennis 

(d) Dramatic activities : 

7. Golf 

1. Minstrels 

8 . Bowling 

2. Amateur programs 

9. Shuffleboard 

(outdoor and indoor) 

10. Ice skating 

3. Vaudeville 

11. Skiing 

4. Stunt nights 

12. Swimming 

5. Plays 

13. Fishing 

6 . Folk nights (various 

14. Horseback riding 

nationality groups) 

(b) Rhythmical activities: . 

7. Pageants 

1. Social dancing 

(e) Educational activities: 

2. Dancing classes for 

To cooperate with uni- 

3 mung and old (les- 

versity extension and 

sons being arranged 

night schools in inter- 

on group basis) 

esting individual groups 

BurriS'Meyer found tliat production per 100 

in educational and cul- 
tural classes. 

man-hours increases from an aver- 

age of 301.2 one week before muisic wa.s started to an average of 3.35.6 after music 

installation. See “Music in Industry/’ Mechanical Engineering, January, 1943, pp. 31--34. 
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III. Periodical events 

(a) To encourage and assist 

individual departments 
• in giving monthly social 
evenings to which all 
employees can come to- 
gether to enjoy social 
evenings, fomms, danc- 
ing, etc. 

(b) Picnics, hikes, weekend 

trips, and camping for 
the entire family. Ar- 
range for information 
on best fishing spots and 
where the fish are biting 
best. Same can be true 
for information about 


hunting lodges. Keep 
groups informed about 
special events of local, 
state, and national im- 
portance. Arrange for 
trips to World Series 
baseball and other im- 
portant sporting events. 
Any opportunity to give 
the worker a break to 
“get in on” worthwhile 
events would be and is 
practical. Excursions 
can be arranged to en- 
able him to travel at 
reduced rates. 


The program should be cooperative; it becomes “coercive’” when 
“the man in the shop” does not have a voice in its planning. Good leader- 
ship becomes necessary in an industrial program when it does not reach 
the greatest number of workers possible or when it favors the few rather 
than the many. A well-planned program should take into consideration 
the needs and desires of the entire group. 

The recreation program of tomorrow should stress participating types 
of activities rather than passive forms. Today, we see the bulk of the 
population spending its leisure hours at the movies and other types of 
spectator activities. Huge sums have been spent on stadiums where 
22 gladiators “keep fit” — ^and 80,000 “sit in dumb admiration.” Passive 
forms of recreation have their place, but has “John Average, Citizen” 
thought about what too much passiveness does to him ? 

Volunteer leadership is available in most shops and factories. You 
can find every enthusiast from the athlete to the stamp collector. Many 
of these have the ability to give something to their fellow-workers and 
are only too glad to be able to cooperate. Paid leadership today can 
come from universities, Y.M.C.A., Y.W.C.A., personnel departments, 
or from industry itself. Qualifications desirable for recreation leader- 
ship are a pleasing personality, knowledge of recreation programs, and 
ability to get along with people. 

The organization necessary to plan and administer the industrial 
recreation program should be representative of all departments. This 
can best be done through a recreation council, set up on a citywide basis. 
The council acts as a clearing house and can see that the particular 
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needs of its group are taken care of. The democratic process demands 
that the council, whether it is citywide or represents a single industry, 
becomes the basis for the inauguration of , a well-rounded recreational 
program. In setting up the recreational council, committees should take 
into consideration the major and minor activities desired by the groups 
involved. Council members should represent either one or more activ- 
ities as chairmen of subcommittees. 

For many years outside organizations, such as the Y.M.C.A., devel- 
oped and carried on these activities within industry. This is possible 
today, especially with the expanding public recreation program in most 
cities and communities. There is in most cities a close cooperation be- 
tween the city program and industry. This cooperation can become 
greater. Skilled leadership in public and private programs can and 
should be more fully used by industry. 

Elaborate clubhouses have been erected or clubrooms provided in 
some of the large companies. They contain such features as libraries, 
lounging rooms, billiard rooms, game rooms, auditoriums, and gym- 
nasiums. Activities have been organized such as lectures, excursions, 
publications, athletics, musicals, glee club concerts, entertainments, 
dances, picnics, and games. The clubs are often managed by the employ- 
ees in cooperation with management, which provides a certain amount 
each year for operation. The subactivities have their own separate 
organizations ; yet they are under the central club management. In 
some companies each activity, such as dramatics or athletics, is organ- 
ized separately. This is particularly true where clubrooms or clubhouses 
have not been provided. 

Recreation and amusement are profitable and constructive when 
directed the right way. They make for democracy and eliminate class 
feeling. The officers of the company should participate or attend the 
activities as much as possible, and the more the employees participate 
in the management and operation of these activities, the more effective 
they will be. The election of management committees for athletic 
teams, social activities, and musical organizations, with subcommittees 
appointed for dances, theatricals, bands, and parties, , has been found 
workable. 

An example of a recreational and social club is the Goodyear Tire and 
Rubber Company Recreational Hall at Akron, Ohio, which contains a 
gymnasium, an auditorium, bowling alleys, handball courts, showers, 
reading and smoking rooms, and many other conveniences. The West- 
inghouse Club of the Westinghouse Electric & Manufacturing Com- 
pany is another example. Besides this type of club, some companies 
provide country clubs, outing clubs, and parks for their employees. The 




Figure 61. Flow Chart of Pullman Suggestion System 

(Factory Management and Maintenance, Vol. 100, No. 10, New York, McGraw- 
Hill Publishing Co., October, 1942, p. 107.) 
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friendly associations formed among employees by social contacts have 
in many cases made them more appreciative of their jobs. 

Suggestion Systems 

Valuable suggestions for improvements within the organization are 
to be sought in the industrial plant. Observation and originality of 
thought should be encouraged, and an outlet for the expression of 
opinions should be provided. In some cases suggested improvements 
in the methods have resulted in large savings. In one company the 
suggestion system cost $1,700 to operate and resulted in a saving of 
$17,000. On the other hand, if a suggestion system is not efficiently 
managed, it may be the cause of complaints and jealousy, for many sug- 
gestion plans have had good starts but have died out because of careless 
supervision. There are also companies who prepare and sell suggestion 
systems to other companies; for example, the Morton Suggestion 
System, Morton Manufacturing Company of Chicago. 

In establishing a suggestion system, the details of the plan and its 
operation should be given careful study. First of all, department heads 
should be in hearty sympathy with the idea. After the plan has been 
adopted, an easy manner of submitting suggestions should be worked 
out. All suggestions should be impartially and thoroughly investigated 
and recognized, and they should be passed on by a committee composed 
of representatives from both management and the employees. Recogni- 
tion should be given for all good suggestions, and adequate prizes for 
the most valuable ones should be offered periodically. At the same time, 
complaints should be treated in a broad, understanding way. Figure 61 
charts the operation of a good suggestion system. 

Housing, Gardens, and Parks 

Good living conditions are essential to good workmanship. Adequate 
housing facilities reduce turnover, secure a better class of workers, im- 
prove living conditions, make for greater company loyalty, and give a 
better control over the labor situation. Where proper housing facilities 
do not exist in the community, it is the duty of the industry, the com- 
munity, state, or federal government to provide them. Naturally, the 
housing problem is greater in some localities than in others. In large 
cities this is usually not the case, although congestion in the industrial 
centers and the rise in wages increased the demand for houses in 1928 
and 1929 and during World War II. The depression after 1929 threw 
back on the hands of the companies some of the homes which the em- 
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ployees had only partially paid for and could not continue to pay for 
because of the scarcity of work. 

If an industrial plant is situated where transportation is inconvenient, 
it may be necessary to establish a definite housing program. Home 
owning has decreased among certain groups in recent decades in favor 
of apartment renting, owing to the high cost and worry of home upkeep. 
An effective way to finance the building of employee homes is to have 
them operated cooperatively by the employer’s representative and repre- 
sentatives of the employees. Another workable idea is to have it financed 
by an outside organization whose membership is made up of employer 
and employees of the company. Such a scheme relieves the employer 
of the blame if the results are not as the employees anticipated. If 
plumbing* goes wrong, for instance, the employee cannot blame the em- 
ployer directly. 

Houses are sometimes built by the company and sold or rented to the 
employee. If sold, they are often obtained at cost, and paid for in regular 
monthly or periodical installments, which are sometimes deducted from 
the employee’s pay. If they are rented, they are usually available at cost 
plus handling. The dwellings may be of various types; single houses, 
two- and four-family houses, apartment houses, boarding houses, and 
hotels. Wherever possible, single-family houses with a yard and garden 
are the most desirable, and they should be situated and designed so that 
they will be individual. Some industrial communities have been made 
very beautiful with up-to-date streets and parkways. 

Gardens, in additibn, are often provided for employees. They are 
permitted to use property adjacent to the plants for their own gardens. 
An employee may be assigned to a certain plot, allowed to raise what he 
chooses, and to keep what he produces without cost or rent. Some com- 
panies even furnish the seeds and break the ground for the first sowing. 
“Victory” gardens during World War H were in vogue not only for 
food but also for recreation. 

In many industrial communities where there are no grounds for em- 
ployees to enjoy the outdoors, companies have provided parks for their 
workers. In some cases several small companies may join funds to make 
a central park for all of the employees of the several plants. They are 
used for company outings and recreational activities which get the 
worker into the open air. 

Employee Publications 

Of the many ways of establishing communication between employees 
and the management, the employee publication is a popular and effective 
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one. In large companies where the close personal relationships are not 
possible as in' a small business, the employee’s magazine creates a better 
mutual understanding between workers and management, and among 
employees. It keeps employees informed about the company, and, con- 
versely, it helps management to know the employees better. Company 
policies and procedures can be described in its pages, and important 
lessons in safety can be explained. 

An employee magazine can build and maintain the morale of the 
employees; urge the worker to increase his production; and stimulate 
the employee to make suggestions. Every worker can be made to realize 
the necessity for safety, war and peacetime regulations, and nutrition. 
Above all, the employee publication can strive to develop in its readers 
a strong feeling of loyalty and patriotism'. The National Industrial Con- 
ference Board has found that employee publications are effective in 
accomplishing these purposes.^® 

Before an early employee magazine was published in 1890, its natural 
predecessor, the company house organ, which is published for customers 
and patrons, made its appearance. The first of these was probably the 
Mechanic published by the H. B. Smith Machine Company, of Smith- 
ville, New Jersey. One of the oldest still in existence is the Fall River 
Line Journal, which is published for its patrons by the New England 
steamship company of the same name. It was first issued in 1878. One 
of the earliest employee publications, as such, was the Factory News, 
issued by the National Cash Register Company in 1890. It started as a 
twelve-page journal and was later developed into the N. C. R. News. 

The need for employee cooperation during the first World War gave 
employee magazines their first great impetus. By 1920 there w'ere 334 
of them, 91% of which had been started in the 1917 and 1920 period. 
Their growth was abruptly checked by the depression of 1920-21, when 
about 30% of them were discontinued. Following the postwar depres- 
sion, employee magazines gained slowly until in 1929, 415 were being 
published. Between July, 1929, and January, 1933, more than 50% of 
these were discontinued because of the economic depression. 

Since that time, many publications have been reestablished and new 
ones inaugurated as a result of gradually improved business conditions 
and the increased attention which has been given to all phases of indus- 
trial relations. World War II gave another tremendous boost to the 
development of the employee publication, and by 1943 approximately 
3,000 were being published in the United States. 


_ Studies in Personnel Policy No. 31, Employee Publications, New York, National 
industrial Gonference Board, Inc. 
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Most employee publications fall into one of three general classifica- 
tions ; the magazine or booklet type, the tabloid or newspaper type, or 
the bulletin type. 

An employee publication must be carefully planned and executed 
if it is to accomplish its objective. Lack of an intelligent plan will result 
in confusion and failure to produce the desired result. The magazine’s 
purpose, title, appearance, editorial approach, content, staff organiza- 
tion, frequency of issue, publication costs, mechanical considerations, 
production practices, and methods of distribution should be carefully 
thought out and planned before the copy of the first issue is prepared. 

Some of the better known plant publications are; Folks of General 
Motors Corporation ; the Armstrong Reporter of the Armstrong Cork 
Company; the Revere Patriot of Revere Copper and Brass Incorporated ; 
the Western Electric News of the Western Electric Company; The 
Lamp of the Standard Oil Company of New Jersey; The Wingfoot 
Clan of the Goodyear Tire and Ruber Company; The Curtis Family of 
the Curtis Publishing Company; the Kodak Magazine of the Eastman 
Kodak Company ; and the Commonwealther of the Commonwealth Steel 
Company. 

Nutrition, Restaurants, and Stores 

Nutrition.^ — During World War II many companies took it upon 
themselves to present nutrition programs to their employees and their 
families. Experience in Great Britain and the United States proved that 
the energy and production of a worker is in close ratio to his diet — the 
kind and quality of the foods he eats. Besides increasing a worker’s 
production with no conscious increased effort by the worker, better 
nutrition is a means of reducing accidents and absenteeism. 

Industrial surveys were conducted by the National Research Council, 
which revealed some appalling facts. In an aircraft plant in California, 
it was found that practically 50% of the employees showed signs of 
vitamin deficiency. Seventy-seven per cent received far too little vitamin 
C; 75% too little milk, and 62% ate too little leafy vegetables. The 
problem was not a lack of the essential foods, nor were the costs of 
these foods high. The problem was created because employees lacked 
knowledge of the nutritive values of various kinds of food and were 
uninformed as to how much they should have of each essential food. 

Therefore, managements of various companies undertook an educa- 
tional campaign slanted toward the women in the workers’ families. 

See Garth Bentley, How to Edit an Employee Publication, New York, Harper & 
Bros., 1944, 
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Bulletins, posters, and flyers were distributed. The Office of Defense 
Health and Welfare Services in the Office of Emergency Management 
provided numerous well-thought-out leaflets, slogans, etc. “U. S. Needs 
Us Strong,” became a familiar quotation, as shown in Figure 62. 



EAT NUTRITIONAL FOOD 


Every day, eat this way | 

MILK qnd MILK PKODUCTS . . . 

at least a pint 

R f or everyone— 

/ \ more for chU- 

<Jren— or cheese 
or evaporated 
or dried milk. 

BREAD and CEREAL 
• • • whole 
grain products 

white bread 
and flour. 

ORANGIS, TOMATOES. 
^ GRAPEFRUIT 

... or raw cab- 
bage or salad 
irVihJ greens— at least 
of these. 

MEAT, POULTRY er FISH 
. . . dried beans, 

occasionaliy. 

GREEN or YELLOW VEGETABLES 

— . . . one big 
helping or more 

EGOS . . at least 3 
or 4 a week, 
cooked any 
way you choose 
—or in “made" 

O dishes. 

OTHER VEGETABLES, FRUIT 

• • • potatoes, 

tables or fruits 

BUTTER and OTHER 
SPREADS 

rich fats, pea- 
nut butter, and 
similar spreads. 

Then eat other foods you also like 

OFFICE OF DEFENSE HEALTH AND WELFARE SERVICES 

PAUL V. McNUn, DIRECTOR, WASHINGTON, D. C. 


Figure 62. Chart on Daily Food by Office of Defense Health and Welfare 
Services 


Nutrition classes were started under the supervision of trahied 
dietitians, who instructed the women in the necessity of providing their 
families with well-balanced meals. The lunch-box meal was discussed, 
and menus were worked out which provided one third of the daily 
nutritive requirements. ‘Tack a Lunch that Packs a Punch,” was a 
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widely used slogan. In all cases the study of the various kinds of food 
and their values was presented in a nontechnical manner.^^ 

Employees were taught that vitamins are minute life-giving chemicals 
which are of the utmost importance in the diet of everyone. Without 
those foods which contain them or without an outside supply from some 
source, vitamin deficiency will occur, which can cause gastro-intestinal 
distress, constipation, dyspepsia, lack of energy, neuritic pains, poor 
vision, and ‘‘that tired feeling,” as well as a number of real diseases, 
such as beri-beri, scurvy, and rickets. It was stressed that enough food 
can be taken to satisfy the worker’s hunger without providing him with 
the proper vitamins in the proper quantities. Another important point 
that was emphasized was that the body cannot “store” vitamins like it 
can store fat, and it is necessary for each person to get his supply of 
vitamins every day. 

Borsook recommends the following for daily human vitamin re- 
quirements for abundant health for an adult : 


Vitamin A — 6,000 International Units (the unit of measurement for 
this vitamin). 

Vitamin Bi — 5-7 International Units per pound of body weight. 
Vitamin C — 1 milligram per pound of body weight. 

Vitamin D — 1 ,000 International Units for children — ^adult require- 
ments not yet known. 

Vitamin Bo — 2.0 to 2.5 milligrams. 


Company Restaurants and Lunchrooms. — In addition to nutrition 
classes, managements broadened their efforts to make employees nutri- 
tion-conscious by providing mobile canteens and vending machines in 
the plants, as well as restaurants and cafeterias. 

Bodily health and increased output are the reasons for company lunch- 
rooms and restaurants. Usually companies provide just the noonday 
meal. Some provide lunches for each shift, and others provide three 
meals a day. A hot, properly balanced lunch, served in clean and bright 
surroundings, will produce a greater amount of energy, and makes the 
worker more efficient than would a cold, poorly prepared lunch. The 
essential requirements of a successful company restaurant or lunchroom 
are convenient location, attractiveness, prompt service, convenient hours, 
good food properly served, reasonable prices, simple method of payment 
for food, and good management.* 

For example, “Vitamins for Victory,*' New York State Nutrition Committee, 
Albany, N. Y. : ' 

Henry Borsook, Vitamins, New York, The Viking Press, 1941. 
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Many companies run their restaurants and lunchrooms at cost, and 
some lose money on them. In recent years, cafeterias, with their quick 
service, have been provided. These are more economical and give the 
worker added time for rest and recreation at noon. The companies which 
do not have restaurants often furnish their men with a place to eat their 
lunch. By eating at his work bench, the employee does not get a change 
from his working environment, nor is an opportunity provided for 
changing the air in the workrooms. 

Company Stores. — Company stores at which employees can buy at 
cost are sometimes maintained. They sell groceries, shoes, cigars, furni- 
ture, and, in fact, about anything the employees need or want. If articles 
are not carried in stock, they may be ordered by the store. Prices are 
reckoned according to cost plus handling.. Some successful ones are run 
on a cooperative basis, and the profits at the end of the year are dis- 
tributed to the buyers in proportion to the amount purchased. The capital 
to start the store is sometimes furnished by the employer, but its manage- 
ment is more often handled by the employer and employees cooperatively. 
Company stores customarily do not deliver. The situation is handled by 
providing facilities for employees to leave orders before going to work 
which will be ready when they return home. In some stores when a 
small profit is made, it is turned over to the benefit or relief association 
at the end of each year, to be used as are the other benefit funds. The 
main advantage of the company store is that it saves for the employee 
by giving him more food for the same amount of money. It also creates 
a feeling of good will between employer and employees, and makes the 
workers feel that the employer has their interest at heart. However, if 
not run efficiently, it may have the reverse results. Some companies 
have started cooperatives with employees having a large part in their 
management. 

Legal Aid and Miscellaneous Service Work 

Many extra service activities may be performed by the employer that 
prevent worry and discomfort among employees. Legal aid and advice 
has in some cases proved profitable in clearing up misunderstandings 
among employees, and between employees and people outside of the 
company who may endeavor to take advantage of them. Arrangements 
\yith lawyers are sometimes made whereby employees may call on them 
for legal aid and advice without cost up to a certain point. Other com- 
panies have a full-time legal counsel for the regular legal matters of 
the company, a lawyer who also gives legal aid and advice to employees. 
When sound advice concerning outside investments, claims, and other 
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legal matters is given by a reliable person, the employees feel that the 
company is protecting their interests. 

All these service activities will help make a steady and sturdy work- 
ing force that will bring profits, contentment, and satisfaction to em- 
ployer as well as to employees. 



CHAPTER 15 


WOMEN AND SPECIAL GROUPS IN INDUSTRY 

Although women have always worked, a division of labor based on 
sex has almost always existed. Up until the Industrial Revolution, 
women’s work consisted of household duties, cooking, sewing, etc. The 
introduction of machinery to the manufacturing process sometimes made 
it possible for women to do such work. During the Civil War, when 
there was a shortage of men, women once more went to work in the 
mills. The patriotic motive involved in war production was sanctioned 
by society. But in the years following, women returned to domestic 
work until the acute shortage of labor during World War I made it 
necessary for women to turn out for war production again. 

After each emergency period of labor shortage, the receding tide of 
women workers on productive jobs usually left some stragglers still at 
their jobs. Social attitudes changed somewhat, particularly with the 
passing of the amendment on women’s suffrage, and more women sought 
employment outside the home. However, clerical, sales, teaching posi- 
tions, etc., were more socially accepted than industrial jobs. This was 
due to the fact that formerly women industrial workers were con- 
sidered by some employers as lacking in education, culture, and economic 
independence, and therefore cheap, easily controlled labor. Men workers 
often resented the invasion of women on so-called men’s jobs because 
they felt that women were unfair competitors and displaced men. 

In spite of the general opposition to women in industry, the per- 
centage of working women increased until 1910, when 25.4% of the 
women in the United States were gainfully employed. This figure de- 
creased to 23.1% in 1940. The shortage of manpower during World 
War II and the need for peak production brought women into factories 
to a greater extent than ever before. About 2,500,000 women were 
employed in war industries at the end of 1942. This influx of women 
into industrial work presented significant industrial relations problems 
involving the need for re-engineering jobs and changing working con- 
ditions, as well as for new social, psychological, and sociological con- 
siderations. 

On the whole, it was found that there were very few jobs performed 
by men that women could not do with changed conditions and methods. 
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Women are dexterous with their fingers, and can adapt themselves to 
repetitive, monotonous work. They can also do very precise work, 
requiring the use of a micrometer and measuring to close tolerances. 
The Women’s Bureau has compiled a list of operations on which women 
have been employed for war production. The following are samples of 
those jobs : ^ 

I. Manipulative Skills 
Operating’ machines : 

Drill presses — single and multiple spindle A^ 

Milling machines — light and medium, and micro ma- 
chines ’ A 

Light turret lathes and hand screw machines B 

Woodworking machines: saws, sanders, shapers, pro- 
filers C 

Optical and ophthalmic glass grinding and polishing .... B 
Hand finishing machined parts by filing, burring, lapping A 

Sheet metal forming and riveting B 

Welding: 

Acetylene and torch B 

Electric arc C 

Spot B 

Artillery: ammunition, loading (bag and shell loading, 

fuses, primers, etc.) A 

Servicing and repairing of planes at air depots (ground 

mechanics) B 

Painting : 

Spray painting small parts and products B 

Touch up and hand finishing A 

Radium A 

Stenciling, masking before painting, racking, and un- 
racking A 

11. Inspection 

Visual A 

Gauge, micrometer or caliper (sometimes with blueprint 

reading) A 

Calibrating B 

nr. Factory Service 

Production, planning, routing, and control G 

Draftsmen and tracers C 

Factory clerks (timekeepers, stock record clerks, etc.)... B 

Crane operators C 

Guards C 

Electric truck di'ivers, intra-plant loading and hauling. . . C 


^“Typical Operations on which women are employed in War Production," U. S. 
Department of Labor, Women’s Bureau, October, 1942. 

^Code: A— Women now u.sed extensively ; B — Women now used to some extent; 
C— Women now used to a slight extent. 
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VI. Training (in plant) 

VII. Personnel Relations 

Personnel administration (director, assistant director, 

assistant) 

Employment — ^interviewing and hiring B 

Women’s Wages 

Traditionally women have received lower wages than men, even for 
the same work performed. The differential was based on sex, and since 
women had little bargaining power, they more or less accepted the fact 
that they were to be paid less than men. It is felt by many that women 
workers lower men's standard of wages by working for less money and 
permitting unscrupulous managements to exploit them. 

Unions took up the cause for women and tried to put into practice 
“equal pay for equal work.” Managements in a large number of cases 
have protested that such a demand is unfair since the cost of employing 
women is greater, and this cost should be taken into consideration when 
women’s rates are being determined. Because of this, it was said that 
“equal pay for equal work” would make it uneconomical for employers 
to hire w'omen instead of men. 

However, during World War 11 the demand for women to replace 
men in war industry was so great that the wage differential between men 
and women disappeared in a number of plants. Helen Baker of the 
Princeton Industrial Relations Section reported the following trend in' 
the early part of 1942 : ® 

The trend in war industries appears to be definitely toward the 
abolishing of wage differentials based on sex. This would seem to be 
not only the result of union pressure, but also because companies con- 
sider it an important factor in getting more women into the labor 
, market. 

Later as the demand for labor grew even greater, the National War 
Labor Board made an official pronouncement to the effect that : 

Wage rates for women shall be set in accordance with the prin- 
ciple of equal pay for comparable quantity and quality of wox'k on 
comparable operations.''^ . 

Because many companies had not previously employed women in any 
great number, it became necessary for them during World War II to 

^ Helen Baker, Women in War Industries, Industrial Relations Section, Princeton 
University, 1942. 

Margaret , K. Ander.son, '! Employment of Women in the Manufacture of Camion 
and Small Anns,” Women’s Bureau, U. S., Department of Labor, Washington, D. C.. 
U. S. Government Printing Office, 1943, p. 29. 


Ch. 15 ] WOMEN AND SPECIAL GROUPS IN INDUSTRY 


375 

state their policy with reference to women workers. The following is the 
policy of one large company on the employment of women workers ; 

1. Wages. Women employees doing the same production labor 
work as male employees quantitatively and qualitatively shall receive 
the same rates of pay and same bonus opportunities as men. ■ 

2. Wages. Women employees who replace, men on production 
labor and cannot do the same work quantitatively and qualitatively as 
male employees, appropriate rates will be established and assigned to 
those jobs by new job evaluations or new time studies (or both) of 
those jobs. 

Under 2, where women replace men and produce less quanti- 
tatively and qualitatively, the following general reasons may apply in 
addition to less quantity or poorer quality : 

(a) Women are not as flexible as men — cannot be transferred 

to heavier jobs. 

(b) Women cannot work as long hours as men (often by state 

law). 

(c) Women are more temporary — will get married and do not 

fit into the permanent future of the company. 

(d) Women haven’t as much physical reserve as men in case of 

breakdowns. 

(e) Poor attendance, sickness, and in man}'- cases less depend- 

ability. 

(f) Pligh labor turnover. 

(g) Additional washrooms, rest rooms, and locker rooms are 

needed. 

(h) Longer lunch periods and rest periods. 

(i) Personal time greater. 

(j ) Laws more stringent for women than for men. 

(k) Social problems in the plant increase by the employment of 

women. 

(l) Greater safety care needed. 

(m) Better and additional supervision may be needed. 

(n) Unifoi'ms are needed. 

(o) Additional cost of hiring women. 

(p) Greater financial responsibility of men — the men usually 

pay for the family ; single men pay for the women socially. 

(q) Women are more emotional in many cases. 

(r) Some women don’t want equal pay. 

(s) Some men don -’t want women to have equal pay. 

The principal reasons for paying women the same pay for the 
same work are : 

(a) It a woman does the same work, it is fan to pay her the 
same rate. 
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("b) The shortage of the suppl}' of workers during the war makes 
(or will make) it necessary to employ women. 

(c) Women are making a special war sacrifice and are helping 

to produce temporarily during the war when they would 
not have to, and therefore they should have an extra in- 
ducement above the differential rate usually paid to women. 

(d) On many jobs women can produce quantitatively and quali- 

tatively the same as men, and in some cases more. 

(e) Women are particularly well adapted to certain repetitive 

jobs and can handle skilled jobs after training and can 
work to precise tolerances. 

3. Wages. On jobs which normally and historically are filled by 
women for which a differential now exists, that differential should be 
maintained, both in rate and bonus opportunity. 

4. Rest Periods. One rest period of at least ten minutes should be 
provided in the middle of the morning and one in the middle of the 
afternoon. A 30-minute lunch period should be provided for all 
women employees. 

5. Clothing. It is recommended that women on mill and manufac- 
turing jobs wear the accepted slacks, safety shoes, and snoods or caps. 

6 . Miscellaneous Rules. The rules and regulations with reference 
to the employment of men as given in the employee’s handbook shall 
apply to the employment of women as well as men, where such rules 
are not in conflict with these instructions and the laws of the 
state. 

7. Rest Rooms. Rest rooms and toilet facilities should be provided 
as soon as possible, at least in accordance with the laws of each state, 

. . ■ etc. 

Training of Women 

In the prewar spetd-up of production for defense and Lend-Lease, 
most companies were reluctant to hire women. However, when the last 
war began, many companies instituted in-plant training for women in 
order to train them according to the methods customarily used by the 
companies. 

In 1943 Revere Copper and Brass Incorporated opened its training 
program for college graduates to women. Formerly this course had been 
available only to men — either graduates of technical engineering schools 
and exceptional employees in the various divisions. The description of 
this course as given to prospective trainees is as follows : 

Four to six months’ training in the various departments of the 
Rome Division at Rome, New York, with perhaps, but not necessarily, 
special training at one or more of the divisions. The length of train- 
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ing varies according to need. The training consists of a schedule 
similar to the following: 

1. A study of the employee handbook; the history of the 
copper and brass industries; history of the company 
and the policies of the company. A summary of the 
products of the company. Summary of various com- 
pany functions. Conducted trips through the various 


mill departments 3 days 

Assignments in the various departments of the mill and office : 

2. Weigh Room 3 days 

3. Casting Shop 2 weeks 

4. Seamless Tube Mill 4 weeks 

5. Hollow Wire Mill 1 week 

6 . Rolling Mill 4 -weeks 

7. Bar Copper and Small Rod Departments .4 weeks 

8 . Methods Laboratories (Chemical and Physical) 1 week 

9. Machine Shop and Engineering Department 1 week 

10. Industrial Engineering 3 weeks 

11. Followed Costs 1 week 

12. Annealing 1 week 

13. Personnel Department 1 week 

14. Safety 3 days 

15. Office, Sales, and Costs 1 week 

16. Rome Manufacturing Company Division 2 days 


26 weeks 

For the above assignments, the students are rotated, so that 
usually only one or two of them, and not more than four, will be in 
each of the departments at one time. They are assigned as methods 
and promise clerks in the Rolling Mill, Tube Mill, and- other plant 
departments as agreed upon by the various heads of those de- 
partments. 

A talk or lecture, and discussion on some phase of the manufac- 
turing of copper and brass is given, if possible, practically every week 
by the expert in the company on the phase of the work being con- 
sidered. 

Experts on the particular subjects of the manufacture of copper 
and brass in this corporation were selected and asked to write a de- 
scription of the methods, procedures, and other technical information 
concerning their subjects which were considered essential for the 
selected employees from the colleges and universities and from the 
divisions to have while they were going through the various depart- 
ments. This material has been prepared with photographs and draw- 
ings, giving the essentials of the various subjects concerned, and 
forms a text on the manufacture of copper and brass in Revere Copper 
and Brass Incorporated. This is given for the confidential use of each 
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student, as added instruction in each phase of the work. Examination 
questions are given from time to time on the department the student 
has just completed studying. A written report covering the operations 
of each department is required of each student within two weeks fol- 
lowing the completion of the study and observation therein. Each 
student is rated on her work, her reports on each assignment, and is 
graded on the examinations covering the lectures and discussions. She 
is also rated on her attitude and conduct during the course. 


Personnel Services for Women Workers 


Clothing. — When women first started working in factories during 
World War II, the problem of proper clothing was suddenly found to 
be a serious one, both from the point of view of lost-time accident.s 
caused by clothing getting caught in machines and by time lost I)y men 
ogling the girls in sweaters and skirts. A number of plants started 
requiring their women workers to wear uniform slack suits, without any 
extra trimmings such as flaps on pockets, full sleeves, etc., which might 
conceivably be a safety hazard. Jewelry and high heels were forbidden ; 
head coverings were required for the protection of the hair and scalp. 

Because American women have always been fashion-conscious, it 
has been necessary to require work clothes that are attractive as well 
as practical and safe. The Sperry Gyroscope Company, Inc. asked its 
women employees what type of clothes they preferred to wear, and then 
had uniforms designed according to the suggestions received. 

Dr. MilHcent Pond of the Scovill Manufacturing Company ^ is of 
the opinion that women should not be required to wear uniforms, but 
rather that they should be required to conform to certain standards of 
safety in dress and still be allowed a range of colors and styles from 
which to choose. In this way the woman worker can maintain a certain 
degree of individuality about her appearance, which has a good psycho- 
logical effect upon her morale, and thereby increases her work efficiency. 

Safety. — It is not believed that women are more accident-prone than 
men, but there are several types of acddents to which women seem more 
susceptible.® The first of these is getting caught in machinery by their 
hair, clothing, or jewelry. The cause of these accidents is being removed 
by the requirement that women dress safely for work. Women have a 
greater propensity for falls than do men. On the whole, however, it has 
l)een found that women are more cautious than men and less prone to 

1 Qo'* ".Selecting and Placing Women Workers,” Production Serie.s No 

UK, JNew_ York, American Management Association, 1942. 

o William Dun, “Six Million Women,” Journal of American Insurance, June, 1942. 
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recklessness and “horseplay.” For this reason, the safety record of 
women workers has been good. Although the accident rate might have 
seemed high when large numbers of women first started to work in 
factories during World War II, the accidents did not in all cases occur 
because the workers were women, but because they were neiv workers. 

Industrial Health. — War industry has increased the industrial health 
problems of women because of increased exposure to harmful condi- 
tions. Women’s skins may be more sensitive to primary irritant, such 
as industrial solvents, and it seems advisable to keep them away from 
jobs on which they come in contact with such hazards. War factors 
lowering resistance to occupational disease include: increased hours, 
short lunch periods, pressure for production, overcrowding, makeshift 
washing facilities, too little time for washing, and other fatigue factors, 
such as lack of correct seating, etc. 

Absenteeism. — It has been found in independent studies by the 
Bureau of Labor Statistics, the War Manpower Commission, and the 
National Industrial Conference Board that women contribute more to 
the rates of absenteeism than do men. This is particularly true of 
absences of short duration. The National Industrial Conference Board’s 
study of the average number of absences per 1,000 employees reveals 
that there were 1,205 short-time absences for women as compared to 
646 absences for men working the same number of hours.® 

The main causes of absenteeism among women are the pressure of 
home responsibilities and the fact that they are more subject to illness 
than men. Fatigue is an important factor contributing to absenteeism. 
Management can do much to abate fatigue by arranging proper schedules 
allowing for one day of rest in seven,, by improving lighting facilities, 
and by providing proper ventilation and eating facilities. 

Other Personnel Problems. — ^These and other problems present an 
increasing need for additional personnel services for women. Day nur- 
series for the care of children of working women have been established 
by some companies, following Britain’s example. Studies of the causes 
of labor turnover have resulted in remedial action. Shift hours, lunch 
periods, rest periods, nutrition programs, cafeterias, rest rooms, ari'ange- 
ments for seating, re-engineering of machines to cut them down to 
women’s sizes to reduce the fatigue factor, breakdown of operations so 
they can be handled by women, conformity to state laws for women 

“Women’s Wartime Occupational Hazards,” Women’s Bureau, U. S. Department 
of Lal)or, Wa.shington, D. C., March 11, 1943. 

. “The Problem of Absenteeism,” Study in Personnel Policy No. S3, New York, 
XatUmal Industrial Conference Board, Inc., 1943, p. 22. 
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workers — these are a few of the problems which must be considered 
when women are employed by industry. 

The Women’s Bureau 

The Women’s Bureau in the Department of Labor has been estab- 
lished to further the cause of the working woman, to improve working 
conditions, to better standards of health and safety, as well as to com- 
pile statistics and information about working women. The following are 
the Women’s Bureau’s standards for women in industry : 

Standards for Women in Industry ® 


Wages 

Rates based on occupation and not on sex or race, the minimum to 
cover cost of healthful and decent living and to allow for de- 
pendents. 

Hours 

A day not longer than eight hours. 

A half holiday on Saturday. 

At least thirty minutes allowed for a meal. 

A ten-minute rest period in the middle of each half-day without 
lengthening the day. 

No employment of women between midnight and 6 a.m. 

Working Conditions 

Cleanliness. 

Good lighting, ventilation, and heating. 

Machine guards, handrails, safe condition of floors, devices for 
drawing off dust and fumes. 

Fire protection. 

First-aid equipment. 

A chair for each woman. Change of posture — neither constant 
standing nor constant sitting. 

Prevention of overstrain and of overexposure to dust, fumes, 
poisons, and extremes of temperatures. 

Sanitary drinking and washing facilities. 

Dressing rooms, rest rooms, lunch rooms. 

Adequate toilet arrangements — one toilet to every fifteen workers. 

General 

A personnel department, responsible for the selection, assignment, 
and transfer or discharge of employees. 

9 Director of United States Women’s Bureau, Thirteenth Annual Report, Washing- 
ton, D. C., 1931, p. 28. ’ 
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Women in supervisory positions and as employment executives 
where women are employed. 

Provision for workers to share in control of conditions of em- 
ployment. 

Opportunity for workers to choose occupations for which best 
adapted. No prohibition of women’s employment except in occu- 
pations proved to be more injurious to women than to men. 

No work to be given out to be done at home. 

Application to and cooperation with federal and state agencies 
dealing with labor and conditions of employment. 

Special Groups in Industry 

Women may be considered as a special group and deserve particular 
consideration, but there are other special groups in industry, such as 
Negroes and those of foreign birth and extraction who, if we have a real 
democracy, should be considered with the same democratic attitude as all 
other employees, whatever their race, color, or creed. 

Antagonism between white and Negro employees has grown in some 
companies and communities to the extent of race riots, such as in 
Detroit in 1943 . There have come to pass a number of derogatory beliefs 
or arguments about Negroes as a race and as employees. The Council 
for Democracy of New York City has investigated them in ISO leading 
industries and found no scientific basis for them. Negroes make good 
employees and, therefore, should not be discriminated against in a 
democracy. 

Similarly, it should be so with any special groups, whether by color, 
race, nationality, or creed. 


See Skilled Negro Labor, New York, The Council for Democracy, July, 1943. 



CHAPTER 16 


THE INDIVIDUAL IN DEMOCRATIC 
PERSONNEL RELATIONS 

Individual Rights and Responsibilities 

'Rugged individualism” is a cherished ideal in which Americans tra- 
ditionally took pride. Individualism has been the cause of much of the 
progress which has been made in this country. It has been the backbone 
of the free enterprise system. Democracy is for the individual. The will 
of the state in a democracy is the will of the people expressed by secret 
ballot. 

As no group — government, state, or company — is stronger than the 
individuals that compose it, it is important that every individual in the 
group be strong. The stronger the state, the company, or the union, the 
stronger should be its purpose to serve the individual. The stronger the 
individual, the greater should be his acceptance of the responsibilities of 
his democracy, his company, or his union. 

Unless each individual develops himself to the extent of his ability, 
democracy will not be as great and as strong as it can be. A democracy 
will be only as strong, as the sum of the strengths of the abilities, the 
ideals, and the cooperation of the individuals in that democracy. As 
democracy is based upon belief in the dignity of the individual and his 
personality, everyone should accept the challenge to develop himself and 
to perform or accept the responsibilities or requirements of a democracy. 
The assumption of these responsibilities is inherent in the acceptance of 
the rights and privileges accorded under a democracy. Every democratic 
right has a corresponding duty, as follows : 

Right Dufy 

1. Right to work in a democracy, 1. Duty to maintain the democracy 
and for it. by voting in the best interests 

of the democracy as a whole ; 
duty to serve the democracy in 
making it the best ; duty to pro- 
tect and fight for that democ- 
racy ; and to recognize the right 
of others to life, liberty, and 
the pursuit of happiness. 

. ' ■ ■ 38a:. 
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2. Right to liberty. 

(a) Freedom, within the law 

of the majority, of 
speech and the press. 

(b) Freedom of worship. 

(c) Freedom of assembly. 


3, Right to the dignity of an indi- 
vidual. 

(a) Equality of opportunity 

according to individual’s 
potentialities. 

(b) Fraternity and friendship. 
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2. Duty to protect and advance that 

liberty for the common good 
and to prevent others from as- 
suming liberty beyond the com- 
mon good; duty to assist in 
making laws which will safe- 
guard liberties. 

(a) Duty to speak the truth 

and not libel any other 
person, and to recognize 
and protect that right 
for others. 9 

(b) Duty to worship and main- 

tain the church and reli- 
gious beliefs of each per- 
son’s choice, and to pro- 
tect that right for others. 

(c) Duty to participate in free 

assembly of each per- 
son’s own choice, to see 
that all viewpoints of the 
questions are considered 
and the right action is 
taken, 

3. Duty to develop to the highest de- 

gree in order that each citi- 
zen and his fellow-citizens 
will make this democracy the 
strongest possible. 

(a) Duty to respect the indi- 
viduality of others and 
their right to live as they 
please consisterft with the 
common good. 


(b) Duty to consider the rights 
of another person equal 
to one’s own, and duty to 
conduct one’s self so as 
to gain the respect, 
friendship, and good will 
of others. 

One of the chief responsibilities of the individual, and the one that 
he can carry out, is to develop himself personally so that he can assume 
with others those responsibilities without which the rights and privileges 
will not be possible. 
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Individual Differences 

Each employee varies from everyone else with regard to the amount 
or degree of any characteristic, trait, or quality. That is why people are 
so interesting; no two are exactly alike in a single trait or pattern of 
traits. A large group of persons will vary in a fairly uniform manner on 
any one trait. A few persons will be extremely high and a few extremely 
low on any one quality. A larger number will be high, and another por- 
tion will be low, but not extremely so. The greatest number will be about 
average, neither high nor low in any trait. For instance, a study of the 
heights of people will show a few seven feet tall and taller, and likewise 
a few midgets. A greater number will be between six and seven feet, 
and also between four and five feet. Most people are between five and 
six feet, about the average. An analysis of the heights of people would 
produce a normal curve, as shown in Appendix A, Figure 73, curve B. 
A similar study of intelligence would reveal a few imbeciles, a few 
geniuses, and the majority around average. 

This is true with every characteristic, trait, ability, aptitude, capacity, 
skill, etc. People vary because of differences in physique, ancestry, sex, 
intelligence, interests, disposition, sentiments, complexes, temperament, 
moods, attitudes, and environment, such as homes, schools, communities, 
etc. 

Traits do not combine with each other similarly in different people. 
Two persons may be tall and honest; but these traits may combine in 
different ways with other traits. These other traits may vary so as to 
change those two traits or influence them differently in the two persons. 
So the total personality is not the sum of the parts (traits), because the 
combining of them may have been sufficiently different to vary the whole. 
Humanly speaking, the whole (Gestalt) is not the sum of the parts. The. 
parts of a personality are different and are combined differently. 

In general, a normal person has a few high or good traits, a few have 
low or poor ones, with most of them about the average. In exceptional 
cases, superiorities may be closely correlated, as are inferiorities, in the 
same person. Usually, a person’s total traits would produce a normal 
distribution of a few good traits, a few poor traits, and a greater number 
of average traits. A chart, or psychograph, ^ of high, average, and low 
traits will show a person’s total personality. If the chart contained 
enough traits and degrees of variation by fairly exact measurement, no 
two would be alike, no matter how many people’s personalities were 
charted. People vary by almost as many combinations of traits as there 
are people. 

^ For example, see Chapter S on Employment, 
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Individual differences cannot be molded into one formula or idea of 
development. Some traits or tendencies can be developed, and the results 
can be predicted with a certain degree of accuracy. Similar methods of 
physical development can be used by most normal people. With limita- 
tions, proper rest, diet, and exercise will have a similar effect upon them. 
When an employee knows his strong and weak points, he may be able to 
use his strong points to his own better advantage and to his group’s bene- 
fit, and he may be able to eliminate or correct some of his weak traits. 

Employee Development ^ 

The proper personal development of employees is becoming more and 
more the concern and responsibility of organized groups in society, such 
as industrial establishments, unions, communities, state and federal gov- 
ernments. Personal development has usually been considered from three 
points of view : mental, physical, and moral. But these three phases are 
not sufficient for complete personal development. As the number of 
industrial workers has grown so rapidly, and as each employee has be- 
come a member of the social group, it is imperative that the employee 
work and live harmoniously with his fellows. He is, and will be even 
more so in the future, a social being. The employee must also develop 
socially, as well as emotionally, vocationally, and avocationally in order 
to attain a full personality. Unless an employee endeavors to improve 
himself along all lines, he cannot expect his community or his employer 
to consider him to have reached a maximum of adjustment and effective- 
ness. On the other hand, unless the community or his employer provides 
the opportunities, the employee cannot hope to attain full personal de- 
velopment. Therefore, the responsibility for this program is gradually 
being assumed by management, unions, and the government. An employ- 
ee’s complete development may be classified as shown in Figure 63 . 

The progressive industrial concern will look at the full development 
of an employee, which includes the development of mind, body, charac- 
ter, personality, emotions, vocation, and avocation. Under a plan of 
development, the worker should be happier and learn how to accomplish 
far more than would be otherwise possible. As an ideal, he should know 
his job better; have a healthier body; be more honest and truthful ; and 
be able to get along more agreeably and considerately with those with 
whom he comes in contact. 

A large amount of industrial difficulty is caused by the lack of proper 
employee development. An estimate has been roughly made that indus- 

^ For fuller discussion of mental, physical, moral, and social development, see the 
author’s books, Applied Personnel Administration, John Wiley & Sons, Inc.; and Student 
Development, Isaac Pitman & Sons. 
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Kinds of 
Development 

Human 

Values 

Developed 

Methods of 
Development 

BY A Company 

How 

Determined 

1. Mental 

Mind 

(a) Training and Educa- 

tional Department 

(b) Schools 

(c) Personal Contact 

(a) Intelligence Tests 

(b) Aptitude and 

Ability Tests 

(c) Trade Tests 

(d) Trial 

2. Physical 

Body 

(a) Work 

(b) Health Department 

(c) Recreational 

Activities 

(a) Physical 

Examinations 

(b) Strength Tests 

3, Moral 

Character 

(a) Religious 

Organizations 

(b) Personal Contacts 

(c) Rating Scales 

(d) Service Department 

(a) Interviews 

(b) References 

(c) Rating Scales 

4. Social 

Personality 

(a) Rating Scales 

(b) Personal Contacts 

and Interviews 

(c) Service Department 

(a) Rating Scales 

(b) Interviews 

(c) References ’ 

5. Emo- 
tional 

Feeling 

(a) Interviews 

(b) Training and 

Education 

(c) Psychiatric 

Treatment 

(d) Personnel 

Department 

(e) Self--A.nalysis 

(a) Emotional Tests 

(b) Ratings 

(c) Interviews 

(d) References 

6. Voca- 
tional 

Skill 

(a) Trade Training 

(b) Education 

(c) Tryout on Job 

(a) Trade_ Tests 

(b) Examinations 

(c) Tryout on Job 

7. Avoca- 
tional 

Aesthetic — 

I Sense 
Recreational 
i Pleasure 

(a) Social Clubs 

(b) Schools 

(c) Recreational Centers 

(d) Libraries 

(e) Company Recrea- 

tional Activities 

(a) References 

(b) Ratings 

(c) Interviews 

(d) Tryouts 


Figure 63. Classifications of Employee Development 


trial employees are using only about 50% of their abilities because of the 
lack of personal development and that this can be increased 25%. The 
field is very large, and it has a great future, for in time the industry or 
union which does not provide development programs will be the loser. 
Their workers will not stand up against those of companies using such 
programs. They will not produce as much nor will they be as happy and 
as contented in their work. These developmental plans do not mean 
rigid direction and strict regulation, but sound training in personal devel- 
opment which will increase profits for both employer and employee and 
bring more happiness to all. 

The need^ for developmental activities has been recognized in more 
recent years. The management of yesterday disowned almost entirely 
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interest in the employee when he left the factory door at the end of the 
day’s work. The home relations and leisure time of the employee were 
of no concern to the employer. Now it is the general belief that the 
modern factory should assist the employee, as much as possible where 
it is not done by the community, to use his time for the personal improve- 
ment of himself and his family. Such an ideal can be accomplished when 
the company provides suitable opportunities and encourages the working 
force to take advantage of them. Industry is becoming more socially 
minded in this respect. 

In any plan of development it is difficult to consider each phase sepa- 
rately, as they are all interrelated. For example, physical development 
helps to regulate mental growth. The mind will not function properly 
in a weak body; nor will personality and character be as effective. 

It is difficult to say at present which personal craits are inherited and 
which are developed by environment. Both heredity and environment 
play their part, but the extent of their influence is not known. Both must 
be taken into consideration. If a man has inherited a frail body, his 
mind may develop slowly ; on the other hand, his mind may work more 
rapidly if he has pleasant, wholesome surroundings. Each individual’s 
development presents a special problem. Environment is a vital factor 
and should be given much consideration because it can be controlled or 
changed. * 

Mental Development. — The intellect is inherited, but a good mind 
needs the proper environment and education to develop to its fullest. A 
low intellect will accomplish more in a stimulating environment than in 
a poor one. Intelligence is the product of inherited and environmental 
influences combined. The degree of intelligence of many employees may 
not be known exactly, as some have never been tested by scientific meas- 
ures. The proper pei'sonnel point of view is that mental development 
will benefit most employees who will actively endeavor to improve them- 
selves. 

A company can provide training and education courses, a library, 
talks, and lectures, and apprentice courses for its employees. It can 
cooperate with the schools and educational departments of the com- 
munity, state, and nation to provide activities which will develop the 
employees mentally. As most mental development is self-education, a 
company can encourage each employee to study and learn everything he 
can about his job and the work of the company. 

The employee can try to find the facts about any subject or problem, 
classify them, use his judgment, and base his solution upon those facts, 
thereby developing the use of his mental abilities in the process. 
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Since industry deals largely with adults, it should be noted that age 
makes less difference in the rate of learning than was previously thought. 
E. L. Thorndike ^ has shown the relationship between age and the ability 
to learn at different ages from five to forty-five, as given in Figure 64. 
This relationship shows that older persons can learn nearly as rapidly 
in the years after thirty, if they put forth the same effort, willingness, 
interest, and practice as the younger persons and if training in learning 
is not left unused in the older person. 

For old and young, there are many opportunities for the improvement 
of one’s mental faculties and for self -development — ^the free public 
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Figure 64. The General Form of the Curve of Ability to Learn in Relation 
to Age 

libraries, the schools, associates, and friends. To the individual, self- 
education mentally means: 

1 . Reading books, magazines, newspapers, etc., for intellectual de- 

velopment. ■ 

2. Practice thinking, problem-solving, and doing things that involve 

better thinking. 

3. Association and discussions with those who have developed them- 

selves mentally. 

4. Clarifying your better thoughts by writing them down, 

5. Attendance at courses, lectures, meetings, and conferences of 

intellectual significance. 

There are books for almost every purpose, and librarians will help, 
workers obtain what they want and will advise what is needed; as will 
also teachers and friends. 

Mental development in a democracy is important so that each person 
will know and can obtain the truth, can recognize the advantages and 
disadvantages of proposed solutions to a problem, and can speak the 
truth. 


® E. L. Thorndike et al, Adult Learning, The Macmillan Co., 1928, p. 127. 
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Physical Development. — Development of the body sometimes occurs 
through the work which the employee is doing. If this is not the case, 
and if there are no provisions in the community for proper health pro- 
grams, the company might provide such facilities as sports, athletic 
games, gymnasiums, athletic apparatus, and other recreational activities 
for employees. Some companies even provide summer camps and have 
picnics as well. 

In a great many cases the community has provided physical develop- 
ment facilities, and it is not necessary for the company to establish 
them. However, these opportunities are often not used at all by employ- 
ees. Encouragement by the compan}?-, by means of talks, posters, and 
suggestions, may improve such a situation. The physical development 
of each employee should be studied and the most effective physical devel- 
opment encouraged in each individual. 

Almost everyone knows that good health requires : 

1. Wholesome food and correct eating habits. 

2. Regular exercise or work that will provide it. 

3. Fresh air and sunshine. 

4. Adequate rest. 

5. Good physical and mental hygiene. 

6. Appropriate sanitation. 

The wise company will encourage its employees to maintain these requi- 
sites. To the individual, these mean that he should endeavor to obtain 
and practice these things in order to have the proper physical develop- 
ment. 

For example, by wisely selecting high vitamin content foods each day, 
workers should live a more healthful and more enjoyable life. How can 
facts about proper food and vitamins be brought to the attention of 
workers ? Some companies do it by means of leaflets from such bureaus 
as the Public Health Service of the United States Government, by bulle- 
tin boards, and through the foremen. As with most of these personal 
development problems, this is an individual matter and may be best 
handled individually by the medical or personnel experts in the company. 

Proper working conditions, pure water, wholesome food, and fresh 
air — in the factory as well as in the employee’s home — are essential to 
the well-being of the worker. In some organizations regular programs 
are worked out for employees individually by the health or medical 
department. These and the other health activities have as their purpose 
the development of a healthy working force and the prevention and cure 
of disease. 
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Moral Development. — Moral development, or the development of 
character, is usually left to the religious organizations of the community 
or to the individual. Many employers do not regard character building 
as being of concern to the company. The modern personnel point of 
view is that unless this problem is taken care of by the community or 
by the employee himself, it is up to the management to encourage him 
to attend church, whatever his creed, and to participate in church and 
religious activities. The churches, the Y.M.C.A., the K. of C., and fra- 
ternal lodges often assist and might be encouraged in the work. 

To an individual, his moral development may mean : 

1. Church attendance and participation in the activities of the 

church, whatever the creed, whether Protestant, Catholic, 

Hebrew, etc, 

2. Practice of moral habits and substitution of good ones for the 

bad ones. 

3. Association with persons of good moral character. 

4. Reading the Bible. 

5. Prayer. 

6. Practicing religious precepts toward others. 

7. Constant belief in God. Religious solitude. 

Social Development. — Social development is essential to every busi- 
ness. The employees of the factory portray the personality of the plant. 
This is particularly true of salesmen and other representatives of organi- 
zations. It is essential that the company’s personality be definitely con- 
sidered and that this phase of development be carried on by intention. 
The recreational and social activities of the personnel department often 
help, but the procedures usually relied upon are personal contacts and 
interviews between management and employees. The example set by 
the management has great influence on the employees. 

Probably the most objective method of guiding personality devel- 
opment in industrial concerns is by personality tests and rating, which 
are used to find out what an employee’s personality is and what the opin- 
ion of others is in regard to the employee. These procedures can be used 
as described elsewhere in this book.^ 

To the individual social development means : 

1. Participation in wholesome social activities with othens — parties, 

get-togethers, dances, social games. 

2. Joining clubs which sponsor good social activities. 

^ See Chapters on Employment and Ratings, 
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3. Social and other activities conducted by the community, com- 

pany, and union. 

4. Learning to get along with associates in work and business. 

5. Entering into activities which will make a person meet other 

people. 


Emotional Development. — An emotion is the enjoyment or suffering 
of a person brought about by the thought of, the prospect of, or actual 
experience of gain or loss ; and involves an impulse to act or action to 
change the cause. Some of the chief emotions may be classified as : fear 
of the loss of support, anger caused by restrictions, and love of fellow- 
employees, and sex. Other emotions may be considered as : gloom or de- 
jection, elation, excitement, etc. 

The first three emotions were observed by Watson ^ in infants. He 
found that fear was aroused by loss of bodily support, etc. ; anger, by 
restriction of movement; and love, by gentle stroking of the skin. This 
emphasized that some emotions are inherited and others come as a person 
matures and are conditioned by the environment. Man responds inher- 
ently and because of his environment. We can change a person’s environ- 
ment, and we can change the. external things or situations which arouse 
inherited emotions. Practically, it is natural for a person to want to 
secure : food when hungry, water when thirsty, fresh air when stifled, 
warmth when cold, cool when hot, rest when tired, activity when well 
rested or bored, satisfaction when sexually aroused, protection or de- 
struction when afraid or angry, and relief from pain or excessive pres- 
sure. 

As a result of a person’s environment and maturing, he wants : to 
have social approval, success, money, friends, self-respect, and approval ; 
to dominate, submit to, imitate, and associate with others; to have chil- 
dren and to care for one’s parents ; to understand when not able to do 
so ; to resent or want change or variation; and to desire pleasure, humor, 
and happiness. 

When these cannot be obtained, we can expect anger or fear, or both ; 
when they are obtained, we can expect happiness. The test of a good 
emotional health is happiness. In analyzing an employee’s emotions, the 
first question is : Is he happy? If that question is answered in the nega- 
tive, then the reasons and the difficulties that make the employee unhappy 
should be discovered. 

Figure 6Sa-b is a How Do You Feel chart developed by the author to 
record in a practical manner how the employee feels, with space pro- 

® J. B. Watson, Behaviorism, New York, W. W. Norton & Co., 1925. (Also other 
books by J. B. Watson.) 
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vided for the reasons why he feels that way. The employee in many 
cases can keep the chart himself, but in some cases it will be necessary 
for someone to ask the employee how he feels and the reasons, and then 
record them. This should be done preferably by a psychiatrist, psychol- 
ogist, or trained personnel man; but the employee does his own self- 
analysis anyway, so this forms a more definite way of doing it with the 
aid of another person. 

When the reasons for the unhappiness or difficulties are determined, 
their causes should be remedied if possible. If it is not possible, the em- 
ployee should be made to realize that the causes cannot be remedied, that 
they are part of his life, and that he should learn to live with them as 
happily as possible. Knowledge of the difficulty and its cause is the first 
requirement for overcoming it. 

The author ® made a study of the emotions of forty-eight persons 
from September to January one year. Each person recorded how he or 
she felt at the same time each day during those months. Some felt elated 
when others felt miserable; still others felt neutral, happy, and mean. 


With the assistance of J. L. Cassady. 
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Instructions for Recording “How You Feel” 


Do you ever feel elated and happy, or sometimes miserable and worried without knowing 
why ? Most people have their good and bad days, but few know the reason. Even fewer 
know how frequently their moods of elation or depression occur. 

The attached chart is designed to help you learn more about the frequency and the trend 
in your feelings as a first step in analyzing their cause. 

The words describing degrees of feeling on the left-hand side of the chart were chosen 
by forty-eight people from a large selection of synonyms and antonyms for words denoting a 
state of feeling. These people rated descriptive words on a scale ranging from -f-S highest to 
— 5 lowest, according to the degree of feeling they believed each word described. The words 
finally selected were those upon which more than 50% of the group agreed. These are listed 
on the chart and are placed on the scale as the majority of the people believed they describe 
feeling. 

The chart is constructed so that you can keep a record of your general feeling over a 
period of months. Fill in the date and the days of the week across the chart in the top 
squares as indicated. Then place a check mark at the same time each day at the level on the 
scale which contains words most nearly describing your feelings. Always record your 
feelings at the same time each day, since you may feel different early in the morning and 
late at night. It is best to analyze your feelings and make a decision before looking at or 
checking on the chart. 

On the diagonal lines below the chart write briefly any particular reason why you feel 
as you have indicated. 

This chart is the first step by which you may gain a perspective of the variations in your 
feelings over a period of weeks and a tabulation of what influences them. If you keep this 
chart faithfully, you will be able to tabulate later the reasons why you feel good or bad, and 
detect any periodic variations in your feelings. This in turn may help you to correct diffi- 
culties which make you feel poor at times, and to give you suggestions as to how you can 
increase the number of days when you feel happy or elated. 


Figure 6Sb. Reverse Side of Chart of How You Feel 

Figures 66 and 67 show the charts of two persons. Some people are 
generally happier than others, while others are usually distressed. Most 
people go up and down the scale, depending upon events, etc., of the day. 
In this study of forty-eight people, physical reasons were given most 
frequently as the reasons for feeling high or low on the scale. Colds and 
lack of sleep were the two most frequent reasons for low morale. Good 
or poor work came next, followed by outside activities, the weather, and 
working conditions. 

Upon learning the reasons for not feeling well, some people can 
prevent the causes from occurring and make themselves more emotion- 
ally stable, a trait of maturity. This study shows that a plan of approach 
is to find the causes of feeling miserable or worried and prevent them, 
and" to find the reasons for elation and happiness and provide them. 

R, B. Hersey made a study of twelve men in a railroad shop ; each 
had different influences affecting his life. The worker with the highest 
rating seemed to be very contented ; his relations with his family and his 
work were both very pleasant. Another worker was a young man who 

R. B. Hersey, Workers’ Emotions in Shop and Home, Philadelphia, University of 
Pennsylvania Press, 1932, 
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Figure 66. Graph of A’s How-Do-You-Feel Chart 


ELATED 

HAPPY 

GENIAL 

INTERESTED 

AGREEABLE 

OBLIGING 
GOOD NATURED 

NEUTRAL 

DISTURBED 

DULL 

DISAPPOINTED 

PEEVISH 

DISTRESSED 

WORRIED 

MEAN 

MISERABLE 









— 





— 





— 


-J 


f 

IT 

/ 

-j 




d\ 





3 


: 


SEPT. OCT NOV DEC. 


Figure 67. Graph of B’s How-Do- You-Feel Chart 
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had troubles with his girl friends. One worker had a particularly low 
I.Q. Others were affected by fear of uneraploj^ent, unhappy home life, 
trouble with the foreman, monotony ; while still others raised their moods 
by behavior controls and more common sense. 

Dr. Hersey found somewhat regular emotional cycles.® The spans of 
the emotional cycles had a length of from three to nine and one-fourth 
weeks ; the average span-length was five and one-half weeks. One of the 
frequent causes of feeling downcast is worry 

Hersey found that wide individual variations are caused by: (1) 
emotional set or bent of the individual toward a cheerful or pessimistic 
outlook, (2) intensity of emotional reactions, (3) power of intelligent 
control, and (4) kind of emotions (hope, anger, worry) usually experi- 
enced by the worker at his job. Hersey believes : 

The employer or supervisor should be sincere and understanding, 
and the foreman should be trained in the common- sense facts of 
human reactions. In interviewing the worker, three items are con- 
sidered; (1) a man must have a goal to work for, (2) he must 
feel that he is making progress, and (3) he must feel that he is doing 
something worth while for someone whom he admires. With these 
matters attended to, the worker will most generally be in a happy 
emotional state of inind.^^ 

In spite of all efforts on the part of a company, some employees will 
not cooperate or participate in any development program. Bad mental 
habits, such as wrong attitudes toward their jobs and life, and inferiority 
and superiority complexes, are often responsible factors. Other employee 
failures can be attributed to : job misfits, sex maladjustments, unhappy 
marital relations, queerness, daydreaming, bluffing, depression, physical 
handicaps, and fear. The proper personnel point of view toward these 
mental ills is that their occurrence is sometimes natural, and that they 
can be prevented or cured by individual attention and by the discovery 
of .their cause. The company should attempt to prevent them rather than 
to wait for their occurrence. Sometimes a frank talk, particularly with 
a professional man, about a situation will be of great help to the em- 
ployee. 

Vocational Development.— Carlyle said, “Happy is the man who has 
found his work.” If a man is not happy in his work, he is usually ineffi- 

® op. cit., p. 338. 

” “Periodic Emotional Changes in Male Workers,” Per jonne/ Jowma/, Vol. VII, 
No. 6, April, 1929, pp. 457-465 ; also "Rate of Production and Emotional State,” Person- 
nel Journal, February, 1932, Vol. X.j No. 5, pp. 355-364. 

R. B. Hersey, Workers’ Emotions m Shop and Home, Philadelphia, University of 
Pennsylvania Press, 1932, p. 295. 

R. B. Hersey, “Psychology of Workers,” Personnel Journal, January and February, 
1936, Vol. 14, Nos. 7 and 8, pp. 291-296. 



PERSONNEL RELATIONS 


[Ch. i6 


396 

dent. The placement of an employee in the work for which he is best 
qualified and which he likes is essential to good industrial relations. The 
proper guidance of an employee involves : 

1. A personnel analysis of the employee (as explained in Chapter 

5 on Employment). 

2. An analysis of the jobs and occupations in the company. 

3. Counseling the employee concerning the occupation. 

(a) Reading books and information about the occupation or 

occupations. 

(b) Discussion with persons in the occupation. 

(c) Tryout in the occupation. 

(d) Comparison of employee’s qualifications with the require- 

ments of the occupation. 

4. placement of the employee in the occupation where his qualifi- 

cations best fit into the requirements of the job. 

Vocational adjustment may take the wise counseling of a good per- 
sonnel expert. Robert Hoppock^^ found that about one-third of the 
employees whom he investigated were dissatisfied with their jobs. Occu- 
pational guidance in industry should prevent some of this dissatisfaction, 
and thereby make for greater happiness occupationally and generally, 

Avocational Development.^® — ^Today it can also be said, "Happy is 
the man who has found his recreation.” Many have, but many have not ; 
and some of those who have may not have made the wisest choice. The 
choice of an avocation or recreation can be wisely made in a manner 
similar to choosing a vocation, i.e. : 

1. Reading about leisure activities.^® 

2. Discussing them with persons who know and by taking lessons 

or courses. 

3. Actually trying them out to test the enjoyment and recreational 

value of them. 

Recreation may be a cooperative venture of the community and the 
company organization. If it is not, then the company should provide 
facilities or at least encourage each employee to participate in proper 
recreation that will develop him a vocationally to the point where he will 
enjoy himself more, and thereby make himself better for his vocation. 
Fishing, dramatics, music, and other clubs may help. 

“ Robert Hoppock, /oft 5a#w/ac<ion, New York, Harper & Bros., 1935. 

See the bulletins of the Industrial . Recreation Association, Chicago ; and the 
Industrial Recreation Section of Purdue University, Lafayette, Ind. 
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All of this discussion presupposes that the employee has an adequate 
goal or purpose in his life and work and that the company has given him 
work as near to his interests as it can. Both an adequate purpose and 
correct interests are necessary for the fullest personal development in 
all of the phases of development discussed here. A company can well 
encourage each employee to have an adequate goal and purpose. If an 
employee does not, then the company can provide him with a broad com- 
pany or national ideal for which to work. 




PART IV 


GOVERNMENTAL COOPERATION WITH AND 
REGULATION OF PERSONNEL RELATIONS 




CHAPTER 17 


BACKGROUND OF PERSONNEL RELATIONS UNDER 
GOVERNMENTAL COOPERATION AND REGULATION 

In any democrac}^ there are persons and “pi'^ssure” groups who en- 
deavor to carry on practices which are against the rules and regulations 
of the majority. It has been estimated that about one-tenth of the em- 
ployers are unreasonable and would try to do less than the laws regulating 
industry would require, and about one-tenth of the union leaders are 
unreasonable. That one-tenth of the employers tends to degrade labor, 
maintains sweatshop conditions, pays the least possible wages at a stand- 
ard of living below health and decency, takes advantage of labor, and 
tries to ruin unions. On the other hand, the one-tenth of labor leaders 
may try to usurp power and money from the workers in those unions and 
ruin the employers if they do not pay tribute. This one-tenth on both 
sides, which tries to be unreasonable or to take advantage of the others, 
has to be regulated in an attempt to make them comply with the standards 
and laws which the other nine-tenths of employers and workers abide 
by as reasonable. In other words, there must be legal minimums under 
which the usurpers cannot go without penalty of the law. 

Personnel relations have in recent years been passing through a period 
of increasing federal and state governmental regulation as evidenced by 
the National Industrial Recover)’’ Act, the National Labor Relations Act, 
the Wage and Hour Bill, the Social Security Law, War Labor Disputes 
Act, and various other legislation. This growing tendency to regulate 
personnel relations may bring to the personnel relations manager of the 
future the necessity for participating more and more in what might be 
called the politics of governmental regulation of personnel relations, either 
from the point of view of cooperating with regulatory administrations 
or that of securing the passage of regulations. Therefore it may be well 
to discuss the historical background of personnel relations with emphasis 
upon governmental regulation and the philosophy behind such trends. 

The regulating of personnel relations by the government, or the en- 
deavor to do so, is almost as old as industry itself and industry’s opposi- 
tion to such regulation. Industry has always wanted to manage its own 
affairs without governmentalmterference. 
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Background of Governmental Regulation of Personnel 
Relations in the United States 

The underlying industrial philosophy of England, coming through a 
monarchy, accepted more readily the regulation of industrial relations ^ 
as a public policy than did or does industry in the United States. The 
American Colonies were established on the basis of individualism, indus- 
trial enterprise, and freedom from governmental regulation without rep- 
resentation. Because of this tradition, governmental regulation of per- 
sonnel relations has not been accepted readily. 

Early Attempts to Regulate Industry and Business. — In colonial 
days individual initiative was encouraged for greater productivity and 
accomplishment. Labor was free to move if regulations by either the 
state or management became too severe. This was followed by the phi- 
losophy of laissez-faire, under which freedom of competition reigned 
almost supreme. Little i*egulation of personnel relations occurred until 
the latter quarter of the nineteenth century. One of the early regulatory 
measures was the Interstate Commerce Act of 1887, which had but little 
effect and was soon followed in 1890 by the Sherman Anti-Trust Act, 
which endeavored to prevent monopolies and combinations in restraint 
of trade as a result of agitation against monopolies which prevented in- 
dustrial enterprise. This was followed by a series of acts from the Elkins 
Act and the Expediting Act of 1903, the Hepburn Act of 1906, the 
Mann-EIkins Act of 1910, and the Adamson Eight-Hour Act of 1916, 
which entered a new sphere in governmental activity by attempting to 
regulate hours of work. Attempts were made to prevent monopolies 
with but little success in the early part of this century. 

Probably the first direct attempt to determine personnel relations by 
public policy was that of the Workmen’s Compensation Legislation. The 
Congress of the United States passed a Workmen’s Compensation Act in 
1908, which gave compensation to certain classes of governmental em- 
ployees. This was followed by many state laws, until every state in the 
Union except one has a Workmen’s Compensation Act. 

Governmental Regulation of Industry During World War I.— 
World War I brought about probably the greatest regulation of industry 
that this country had seen up until that time. The government took more 
control of industry and commerce in the emergency under the Council 

See Statute of Laborers, 1351 ; Statute of Apprentices, 1563; Factory Health and 
Morale Act of 1802 and Other Factory Acts, 1819, 1831, 1833, 1844, 1847, 1864, 1867, 
1871, 1874, 1878, 1880, 1890, 1892, 1897; The Trade Boards Act, 1909; The Trades 
Union Act, 1913; Emergency Powers Act, 1920; and the Trade Disputes and Trades 
Union Act of. 1927. 
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of National Defense and especially through its subsidiary, the War 
Industries Board. 

On April 8, 1918, the President of the United States established the 
National War Labor Board, The enlistments in the army caused a great 
shortage of manpower, which, combined with rising prices and living 
costs, brought about much labor unrest in industries manufacturing war 
materials. The purpose of the Board was, therefore, to settle labor dis- 
putes in these industries. During its thirteen months’ existence, itmiade 
520 formal awards and findings, 125 of which called for the establish- 
ment of some form of employee representation.^ Collective bargaining 
was one of the principles upon which the Board based its judgments. The 
Board recognized and affirmed the right of workers to organize in trade 
unions and the right of employers to organize in associations or groups 
for the purpose of collective bargaining.^ The improvement in the adjust- 
ment of labor disputes was one of the contributions the National War 
Labor Board of World War I made to industry and to personnel relations. 

During the war, industry had increased its ability to produce. With 
its increased efficiency and production capacity, it could produce in such 
a quantity as to meet reduced prices. This combined with the restriction 
of immigration, the application of science, the introduction and growth 
of new products such as the automobile and the radio, and better banking 
facilities led to the prosperity of 1922 to 1928, when little attention was 
paid to governmental regulation of personnel relations. 

Difficulty between carriers and their employees when the government 
returned the operation of railroads to private control after World War 
I, resulted in the passage of the Transportation Act of 1920 (Esch- 
Cummins). This provided for a tripai'tite railroad labor board, consist- 
ing of representatives of the railroads, the employees, and the public. 
Although this Board had fact-finding powers, it did not have the powers 
of enforcement to make effective use of its findings. Coercion through 
public opinion was its only method. One of the biggest weaknesses in 
this Act was that employers were not prohibited from interfering with 
their employees’ selection of representatives. 

As the railroads had been regulated by the government more than any 
industry in this country, this industry was the first to have its industrial 
relations policy stated as the public policy of the country. The Railway 
Labor Act was passed in 1926 ^ with the following conditions : Creating 


2 The National Indtistrial Conference Board, “Collective Bargaining through Employee 
Representation,” New York, 1933, pp. 6-11. 

^“American Industry in the Wat, A Report of the War Industries Board,” Bernard 
M. Baruch, Chairman,. 1921, p. 357. 

•* This Act was declared constitutional by the United States Supreme Court in 1930 in 
the Texas v. New Orleans Railroad Case. 
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the IJpited States Board of Mediation, it required carriers and their em- 
ployees to make and maintain agreements by collective bargaining. It 
forbade each side to interfere with the other, and directed that all dis- 
putes be handled in conference by representatives of the parties con- 
cerned. The Act further provided that appeal could be taken to the 
United States Board of Mediation, which was authorized to mediate and 
persuade the parties to agree to arbitration when agreements could not 
be reached or disputes settled by conference. These arbitration agree- 
ments were enforceable in the federal courts. 

In 1934, the Railway Labor Act was amended, and the present Na- 
tional Mediation Board of three members was created instead of the 
original Board of Mediation consisting of five members. 

The National Mediation Board settles, disputes between employees 
regarding representation for the purpose of collective bargaining, and 
when requested to do so, conducts elections and certifies to the employer 
the names of the duly designated representatives. It arbitrates and medi- 
ates in disputes between employers and employees, settles strikes, and 
performs certain duties in connection with interpretation and application 
of various. collective bargaining agreements. The 1934 amendments pro- 
vided that the majority of any craft or class of employees shall have the 
right to determine who shall represent that class or craft; that the rail- 
road shall not interfere with the selection of representatives by employ- 
ees ; that it must on demand submit its payroll to the National Mediation 
Board in order to facilitate its work in the conduct of elections ; that 
the railroad shall not deduct dues for any labor organization or assist a 
labor organization financially or otherwise ; and that the employer must 
deal with the employee representatives certified to him by the National 
Mediation Board. Special attention is called to the section on the right 
to organize and bargain collectively in this Act, which is similar to the 
previous statement of the principles of the National War Labor Board. 
This Act has continued to function through the years, with relatively 
fewer disputes in this industry than previously. 

The settlement of the railroad wage dispute in 1938 is a good example 
of how the Railway Labor Act functioned. This dispute started in May, 
1938, when the carriers announced a reduction in the basic rates of pay 
to be effective July 1. This proposal was discussed in a joint conference 
between the representatives of the unions affected and the individual 
managements according to the procedure set up by the Railway Act. 
Because this concerned the wap rates of more than a million w^dters, 
it was decided to discuss the dispute in a joint conference on a national 
basis. No conclusion was reached, and in July the railroads called in 
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the National Mediation Board. When mediation failed, the Mediation 
Board requested that the controversy be submitted to arbitration. The 
railroads agreed, but the unions refused to arbitrate, and so the Media- 
tion Board withdrew its services. 

At that point the railroads once more notified the employees that effec- 
tive October 1, there would be a 15% reduction in wages. The unions 
called a strike vote, and in September announced that effective October 
1 , there would be a nation-wide railroad strike. 

Because of the far-reaching effects on commerce and transportation 
such a strike would cause, President Roosevelt, according to procedure set 
up by the National Railway Labor Act, appointed an Emergency Board 
to find and report the facts of the dispute to him. Thirty days are 
allowed for such a Board to ascertain facts and present a report. During 
this time and for thirty days after the report has been submitted, the 
staHis quo of the conditions causing the dispute must be maintained. The 
Emergency Board conducted hearings and collected facts the first two 
weeks in October, and the report of findings and the recommendations 
were submitted to the President of the United States. On the basis of the 
Emergency Board’s report, it was decided that the railroad workers’ 
wages were in line with other industries and were not too high. There- 
fore, the conclusion was that the rates should not be lowered. 

The depression in 1929 brought with it unemployment, lower incomes 
from wages, and other difficulties. Demands for some provision for the 
unemployed and for more regulation of industrial relations increased, 
until in 1932 the presidential campaign was won on a program of recov- 
ery from the depression. The victorious Democrats soon initiated the 
New Deal program of social reforms. 

Even before the New Deal, however, unions had been having much 
difficulty with injunctions being granted against them ; the courts hold- 
ing that strikes were monopolistic restraint of trade. On blarch 23, 1932, 
Congress passed the Norris-LaGuardia Anti-Injunction Act (H.R. 
5315 ; 29 U.S.C. 102) signed by President Hoover, limiting court powers 
to issue injunctions in labor disputes as follows : 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress Assembled, That no court of 
the United States, as herein defined, shall have jurisdiction to issue 
any restraining order or temporary or permanent injunction in a 
case involving or growing out of a labor dispute. 

This law was hailed by labor as a great protection. 

The National Industrial Recovery Act. — One of the first New Deal 
laws which affected personnel relations; greatly was the National Indus- 
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trial Recovery Act, passed in 1933. The N.LR.A. (Public No. 67-74d 
Congress-H.R. 5755) was an Act “to encourage national industrial 
recovery, to foster fair competition, and to provide for the construction 
of certain useful public works, and for other purposes” enacted by the 
Senate and the House of Representatives of the United States and ap- 
proved on June 16, 1933. 

The Act was made up of three titles: Title I — Industrial Recovery, 
Title 11 — Public Works and Constidiction Projects, and Title III — ■ 
Amendments to Emergency Relief and Construction Act and Miscel- 
laneous Provisions. Title I refers more than the others to industrial rela- 
tions, and contains the following sections : 

Section 5. [Provisions of this Act were exempt from the antitrust 
laws.] Nothing in this Act, and no regulation thereunder, shall pre- 
vent any individual from pursuing the vocation of manual labor 
and selling or trading the products thereof; nor shall a.nything in 
this Act, or Regulation thereunder prevent anyone from marketing, 
or trading the produce of his farm. 

Section 7. (a) Every code of fair competition, agreement, and 
license approved, prescribed, or issued under this title shall contain 
the following conditions : ® 

(1) That employees shall have the right to organize and bar- 
gain collectively through representatives of their own 
, choosing, and shall be free from the interference, re- 
straint, or coercion of employers of labor, or their agents, 
in the designation of such representatives or in self- 
organization or in other concerted activities for the pur- 
pose of collective bargaining or other mutual aid or pro- 
tection ; 

[( 2 ) That no employee and no one seeking employment shall be 
required as a condition of employment to join any com- 
pany or to refrain from joining, organizing, or assisting 
a labor organization of his own choosing; and 

(3) That employers shall comply with the maximum hours of 
labor, minimum rates of pay and other conditions of 
employment, approved or prescribed by the President. 

On June 19, 1933, within a few days after the approval of the 
N.LR.A. by Congress, trade associations or groups were invited® to 
submit without delay basic codes consistent with the Act, concerning 
“maximum hours of labor, minimum rates of wages, and such means as 

®Note similarity in wordingr here with Railway Labor Act of 1926, and the War 
Labor Board’s principles in 1918. 

® National Recovery Administration Bulletin, No. 2, Basic Codes of Fair Competiiioii, 
Washington. D. C., Government Printing Oflficej 1933. 
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each industr}' may find necessary to protect its constructive and cooperat- 
ing majority from the wasteful and unfair competition of minorities or 
recalcitrants.” 

Upon the recommendation of the Industrial and Labor Advisory 
Boards of the N.I.R.A., the National Labor Board was created on 
August 5, 1933, by an Executive Order of the President of the United 
States. The duties of the Board were set forth as follows : ^ 

The board will consider, adjust, and settle differences and con- 
troversies that may arise through differing interpretations of the 
President’s Reemployment Agreement and will act with all possible 
dispatch in making known their findings. In return, employers and 
employees are asked to take no disturbing action pending hearings 
and final decisions. 

The activities of the National Labor Board were decentralized by the 
Executive Order of August 5, 1933. Regional Labor Boards were estab- 
lished in October, 1933, and given general instructions as to policies, 
procedures, and reports on adjusting disputes in the local areas in which 
they arise. « 

During the first three months of the National Labor Board's activi- 
ties, some question arose as to the final legality of the Board. In order 
to clarify the status of this Board and to give it final sanction, the 
President of the United States issued an Executive Order on December 
16, giving the Board the following powers : 

1. To settle by mediation, conciliation or arbitration all contro- 
versies between employers and employees which tend to impede the 
purposes of the National Industrial Recovery Act, provided, how- 
ever, the Board may decline to take cognizance of controversies 
between employers and employees in any field of trade or industry 
where a means of settlement, provided for by agreement, industrial 
code, or Federal law, has not been invoked. 

2. To establish local or regional boards upon which emplo^^ers 
and employees shall be equally represented, and to delegate thereto 
such powers and territorial jurisdiction as the National Labor 
Board may determine. 

Senator Wagner emphasized to the author in 1933 that all the policies 
of the National Labor Board could be summed up in the word “media- 
tion” between the parties in dispute, with the Board as the mediator. He 
stated that it was the purpose of the Board to meet with the partie.s in 
di.s|)ute as a friend of each in order to eflfect an agreement and a better 
human understanding be"-ween thein ; that the Board had no written set 

"^Monthly Labor Review, September;, 1933, Vol. 37, No. 3, p, SS2. 
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of general rules by which it mediated disputes, but that “fair dealing to 
all parties concerned” was the basic principle under which the Board 
worked for mutual understanding between employers and employees. 
The word “mediate” seemed to be preferred to “arbitrate,” because the 
latter seemed in his mind to indicate too much compulsion or authority on 
the part of the Board, and the former contained more the conception of 
mutual conferring together. 

The idea of friendly mediation is borne out in this statement^ by 
Senator Wagner: “Deep seated animosities cannot be legislated out of 
existence. Kindness and helpfulness must permeate our industrial rela- 
tions. A true cooperation, based on mutual understanding, is the only 
solution for our diffieulties.” 

From these and other statements by members of the Board, it was 
apparent that it was a combination of mediation and arbitration.® The 
Executive Order of the President on December 6, 1933, gave both medi- 
ation and arbitration powers to the Board and the Regional Boards. In 
about four-fifths of the cases settled by the National Labor Board, the 
settlement was by an agreement between each party of the dispute and 
the Board with the agreement binding both parties. Usually the cases 
were not settled directly between the two parties. This might be con- 
sidered as voluntary mediation and compulsory award agreement. In 
twenty-nine cases, decisions were made by the Board in which the form 
might be considered voluntary arbitration and compulsory agreement or 
award, The writer understood from Senator Wagner that arbitration 
was voluntary on the part of either party of the dispute but not neces- 
sarily on the part of both. If one party complained to the Board, the 
Board could ask the other party to come before it. To that other party 
the function of the Board was compulsory arbitration and compulsory 
award. 

The National Industrial Recovery Act was declared unconstitutional 
by the United States Supreme Court in 1935. Nevertheless it was prob- 
ably the most decided and emphatic step toward governmental regulation 
of industrial relations. Under this Act over 500 industrial codes were 
approved and in effect when the Act was declared unconstitutional on 


® S. J. Woolf, “Wagner Foresees a New Industrial Day,” New York Times Magasina, 
November 12, 1933, pp. 6 and 18. However, Senator Wagner took a slightly different 
point of view_ toward collective bargaining under Section 7(a) when he introduced the 
Wagner Bill in Congress in 1934. See National Recovery Administration Release 3S33, 
1934, and New York Timas, May 13, 1934, p. 26. 

Organised Labor in America, New York, The Macmillan Co., 1916, 
p. 205, distinguishes conciliation as the settlement of a dispute between employees and 
employer without the assistance of an outside party “tendering their friendly offices” to 
bring about a settlement between them ; and arbitration as the admission of the dispute 
to an impartial body who after a hearing renders a decision. Arbitration can be com- 
pulsory or voluntary, and the award can be compulsory or voluntary; 
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May 27, 1935. The principal reason for the unconstitutionality was given 
by the Chief Justice in his opinion: 


Section 3 of the Recovery Act is without precedent. It supplies no 
standards for any trade, industry, or activity. It does not undertake 
to prescribe rules of conduct to be applied to particular states of fact 
determined by appropriate administrative procedure. 

Instead of prescribing rules of conduct, it authorizes the making 
of codes to prescribe them. For that legislative undertaking, Section 
3 sets up no standards, aside from the statement of the general aims 
of rehabilitation, correction, and expansion described in Section 1. 
In view of the scope of that broad declaration, and of the nature of 
the few restrictions that are imposed, the discretion of the President 
in approving or prescribing codes, and thus enacting laws for the 
government of trade and industry throughout the country is virtually 
unfettered. We think that the code-making authority thus conferred 
is an unconstitutional delegation of legislative poweiA*^ 


On March 1, 1934, a bill was introduced into Congress creating a 
National Labor Relations Board to replace the National Labor Board. 
Because of differences of opinion and delay, it was replaced by Public 
Resolution No. 44, which authorized the President to create a board or 
boards to handle labor relations. The other authorities under the N.I. 
R.A. also had the power to establish agencies to handle labor matters. 
The relationship of these agencies to each other was not clear, and so 
confusion and misunderstanding resulted. 

Then in February, 1935, Senator Wagner introduced an Act entitled 
the National Labor Relations Act, commonly called the Wagner Act, 
which was approved by both Houses of Congress and signed by the 
President on July 5, 1935. When this Act was passed, the labor unions 
considered it a Magna Charta for labor, and organization of workers 
proceeded at a rapid rate even though many employers thought the law 
was unconstitutional. This impression of employers was dispelled when 
the Supreme Court of the United States upheld the constitutionality of 
the National Labor Relations Act on April 12, 1937. From the point of 
view of the public policy or the regulation of industrial relations, the 
conditions of this Act reach further than any in the past into the regula- 
tion of industrial relations. As its conditions are so important, they war- 
rant serious study by all students of industrial relations. 

Then came the World War II, which brought with it many difficulties 
in personnel relations. First, in production for defense came labor dis- 

“Decision of Supreme Court on the National Industrial Recovery Act,” Monthly 
Labor Reviczv, Vol. 40, No. 6, U. S. Department of Labor, Biireau of Labor Statistics, 
Washington, D. C., Government Printing Office, June, 1935. 
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putes over wages, organization, and working conditions and the setting 
up of the National Defense Mediation Board to provide a method of set- 
tling them. Many bureaus, such as the Office of Emergency Manage- 
ment, Office of Production Management, came into existence to bring 
about greater production. 

When the war was declared after the attack on Pearl Plarbor “all 
out” production began, and bureaus, offices, and boards were established 
by law and Executive Orders to promote production. The Defense 
Mediation Board became the National War Labor Board to settle per- 
sonnel relations disputes and strikes. The War Production Board, the 
Office of Economic Stabilization, and the War Manpower Commission 
were formed. 

Considerable regulation of and cooperation with industry and busi- 
ness were established by these governmental agencies. Still a sufficient 
number of strikes and personnel relations difficulties occurred to cause 
Congress to pass, in 1943, the War Labor Disputes Act’-^ ('Smith- 
Connally Bill), strengthening the powers of the National War Labor 
Board and the President of the United States in regulating industry. 
Under executive orders and under the War Labor Disputes Act more 
than two score government seizures of war plants occurred, such as the 
North American Aviation Co., Federal Shipbuilding and Drydock Go., 
and the General Cable Corp. The most notable of these seizures was that 
of Montgomery Ward & Co. in Chicago in April, 1944. When the com- 
pany would not carry out the directions of the War Labor Board to bar- 
gain with the union and grant a maintenance of union membership, the 
government seized the company to the extent that the president of the 
company was carried out of his office bodily by governmental troops. 
Much discussion of the Montgomery Ward seizure occurred even in 
Congress to the extent of political implications. Further, the United 
States Court of Appeals for the District of Columbia held that the War 
Labor Board was above review by the courts and that no statute author- 
izes review of the Board’s orders4^ 

As sufficient war materials were produced, cancellations of govern- 
ment contracts permitted slowly the change-over to the production of 
civilian goods and services of a peacetime economy, bringing with it 
further problems of regulation of employment^® and other personnel 
relations matters considered in this book. 

See discussion of this Act in Chapter 21. 

^^New York Times, June 3, 1944. 

Discussed in Chapter 20 on Social Security. . 
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THE NATIONAL PERSONNEL RELATIONS POLICY 
The Provisions o£ the National Labor Relations Act 


The National Labor Relations Act ^ aims at “diminishing the causes 
of labor disputes burdening . . . interstate and foreign commerce.” It 
includes : a statement of the findings and public policy ; definitions of the 
terms used ; provision for the creation of the National Labor Relations 
Board (N.L.R.B.) ; a statement of the rights of employees; procedure 
for the designation and election of representatives; provisions empower- 
ing the N.L.R.B. to prevent unfair labor practices; a statement of the 
investigatory powers of the Board ; and a statement as to limitations of 
the Act. 

With the constitutionality of the National Labor Relations Act estab- 
lished by the U. S. Supreme Court in 1937, the provisions of the Act 
became the policy of the United States. The findings and policy of the 
Act are those under which all industrial relations policies, whether they 
are of the worker or of management, must exist and against which no 
industrial relations policji^ can go. Those provisions are the law of the 
land, and whether or not those managing industrial relations, either em- 
ployer or union, like the provisions of the Act, it is necessary for them 
to comply. 


Findings and Policy. — ^The Act declares that the denial of the right 
of employees to organize and the refusal of employers to accept collec- 
tive bargaining lead to strikes and other forms of industrial disputes 
which obstruct commerce (interstate and foreign). It declares that in- 
equality of bargaining ‘power between the employees and the employer 
burdens commerce, aggravates depressions, and prevents the stabilization 
of wage rates. It declares that experience has proved that the protection 
of the right to organize and bargain collectively safeguards and pro- 
motes commerce. Because of these facts, the Act declares the policy of 
the United States to be: 

to eliminate the causes of certain substantial obstructions to the 
free flow of commerce and to mitigate and eliminate these obstruc- 

^ For complete text of the National Labor Rdations Act, see Public No. 198, 74th 
Congress [S. 1958]. 


4ir 



412 


PERSONNEL RELATIONS 


[CL x8 


tions when they have occurred by encouraging the practice and pro- 
cedure of collective bargaining and by protecting the exercise by 
workers of full freedom of association, self-organization, and desig- 
nation of representatives of their own choosing, for the purpose of 
negotiating the terms and conditions of their employment or other 
mutual aid or protection. 

The two principal provisions in this policy are: encourage collective 
bargaining, and provide for freedom of association, self -organiza- 
tion, including the designation of representatives of the employees’ own 
choosing. 

The first provision establishes collective bargaining as a national pol- 
icy. Although a definition of collective bargaining is not given in the 
Act, the meaning and proof of collective bargaining are left to the Na- 
tional Labor Relations Board with reference to the facts in each case 
coming before it. 

From the decisions of the Board, the opinions of the U. S. Supreme 
Court, and the Act itself, a definition of collective bargaining by the 
author is: the negotiation in good faith between an employer or his 
chosen representatives and his employees as a group or the representa- 
tives chosen by the majority of his employees, of a written agreement on 
wages, hours, and other basic conditions of emplo3nnent.^ 

The Act does not stipulate what the resulting conditions of collective 
bargaining shall be. It does not impose upon the emplo}’er that he must 
accept the terms which the employees propose. But according .to the deci- 
sions of the Board, a final objective seems to be that the employer and 
his employees or their representatives shall negotiate in good faith. If 
there is an agreement or a meeting of minds on wages, hours, and/or 
conditions of employment, then the Board -has held that a written agree- 
ment is a part of collective bargaining, because a written document be- 
tween two parties to an agreement is considered good business practice. 

The terms “person,” “employer,” “employee,” “representatives,” 
“labor organization,” “commerce,” “affecting commerce,” “unfair labor 
practice,” “labor dispute,” and “National Labor Relations Board” are 
defined by the Act. 

National Labor Relations Board Created. — A National Labor Rela- 
tions Board composed of three members appointed by the President, by 
and with the advice and consent of the Senate, is created by the Act, 
with one member as chairman. The Board appoints its employees with- 
out regard for the provisions of the Civil Service laws. The Board has 

2 For analysis of this definition, see the section on collective bargaining in Chapter 
on Labor Unions in a Democracy. 
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the authority to make, amend, and rescind rules and regulations neces- 
sary to carry out the provisions of the Act. 

The Board’s main duties are to encourage collective bargaining, to 
prevent unfair labor practices, and to guarantee to the employees their 
rights as defined in the Act. 

Rights of Employees. — The following rights ai'e guaranteed to em- 
ployees by the Act: 

Section 7. Employees shall have the right to self-organization, 
to form, join, or assist labor organizations, to bargain collectively 
through I'epresentatives of their own choosing, and to engage in 
concerted activities, for the purpose of collective bai-gaining or other 
mutual aid or protection. 

The Board is empowered to prevent the following unfair labor prac- 
tices by an employer : 

(1) To interfere with, restrain, or coerce employees in the exer- 
cise of the rights guaranteed in section 7. 

(2) To dominate or interfere with the formation or administra- 
tion of any labor organization or contribute financial or other sup- 
port to it: Provided, That subject to rules and regulations made and 
published by the Board pursuant to section 6 (a), an employer shall 
not be prohibited from permitting employees to confer with him 
during working hours without loss of time or pay. 

(3) By discrimination in regard to hire or tenure of employment 
or any term or condition of employment to encourage or discourage 
membership in any labor organization: Provided, that nothing in 
this Act, or in the National Industrial Recovery Act (U.S.C., Supp. 
VII, title IS, secs, 701--712), as amended from time to time, or in 
any code or agreement approved or prescribed thereunder, or in any 
other statute of the United States, shall preclude an employer from 
making an agreement with a labor organization (not established, 
maintained, or assisted by any action defined in this Act as an unfair 
labor practice) to require as a condition of employment membership 
therein, if such labor organization is the representative of the em- 
ployees as provided in section 9 (a), in the appropriate collective bar- 
gaining unit covered by such agreement when made. 

(4) To discharge or otherwise discriminate against an emplo3'-ee 
because he has filed charges or given testimony under this Act. 

(5) To refuse to bargain collectively with the representatives 
of his employees, subject to the provisions of section 9 (a). 

Representation and Elections.— Representatives selected for the 
purposes of collective bargaining by the majority of the employees in 
the unit, determined by the Board to be appropriate for that purpose, are 
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the exclusive representatives of all employees in that unit. However, an 
individual employee or a group of employees has the right at any time 
to present grievances to their employer. 

Whenever a dispute arises over a question concerning the representa- 
tion of employees, the Board may investigate the controversy and may 
take a secret ballot to ascertain the representatives and certify to the 
parties the name of the representatives. 


Prevention of Unfair Labor Practices. — When a charge has been 
made that a person has engaged in an unfair labor practice, the Board 
or its agent serves a complaint upon such person stating the charge and 
giving notice of hearing before the Board or its agent. The person so 
complained of may answer the original complaint. Upon the basis of the 
testimony taken, the Board decides whether the person named in the 
complaint has engaged in or is engaging in an unfair labor practice. 
The Board states its findings and issues an order to cease and desist from 
such unfair labor practice if such has been found. If the person com- 
plained against does not obey the Board’s cease-and-desist order, the 
Board has the power to petition any United States Circuit Court of Ap- 
peals for enforcement of such an order. 


Investigatory Powers. — The Board or it? duly authorized agents have 
access to, for the purpose of examination, and the right to copy any evi- 
dence of any person being investigated or proceeded against that relates 
to any matter under investigation in question. The Board has the right 
of subpoena, and may administer oaths and affirmations, examine wit- 
nesses, and receive evidence. In cases of refusal to obey the subpoenas, 
the person may be found guilty of contempt of court and punished 
accordingly. 

Limitations. — ^There are limitations to the Act, especially section 13, 
which says : “Nothing in this act shall be construed so as to interfere with 
or impede or diminish in any way the right to strike.” 

Organization and Activities of the National Labor 
Relations Board 

The National Labor Relations Board consists of three members a]> 
pointed by the President. (In 1944 they were H. A. Millis, Chairman ; 
John M. Houston, member; and Gerard D. Reilly, member.) 

In general, the Board consists of the following divisions : the admin- 
istrative division, the legal division (litigation and review sections), tlie 
trial examiner’s division, the division of economic research, the division 
of publications, and the field division. The field division consists of 
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twenty-two regional offices located throughout the United States,^ each 
headed by a regional director, who is assisted in his work by a field 
examiner and a regional attorney and associates. 

The nature of the National Labor Relations Board was described by 
President Roosevelt when signing the Act as follows : 

The National Labor Relations Board will be an independent 
quasi-judicial body. It should be clearly vinderstood that it will not 
act as a mediator or conciliator in labor disputes. The function of 
mediation remains under this act, the duty of the Secretary of 
Labor and of the Conciliation Service of the Department of Labor. 

It is important that the judicial function and the mediation function 
should not be confused. Compromise, the essence of mediation, has 
no place in the interpretation and enforcement of the law. 

The National Labor Relations Act grants to the Board the authority 
to make, amend, and rescind such rules and regulations as may be neces- 
sary to carry out the provisions of the Act. These rules and regulations 
are published and revised from time to time and give the procedure 
(under section 10 of the Act) for the prevention of unfair labor prac- 
tices and for the investigation and certification of representatives [under 
section 9 (c) of the Act] and other rules and regulations. 

The activities of the Board are shown by the number of cases filed 
with the Board. From 1936 to 1942 inclusive, 48,775 cases were filed 
with the Board — 28,903 unfair labor practice cases and 19,872 repre- 
sentation cases. Detailed analyses of cases handled by the Board with a 
breakdown by union or party filing. the cases received and the workers 
involved are reported in the annual reports of the Board. 

Procedure Before the National Labor Relations Board 

The union may file a charge against the company for unfair labor 
practices such as interference, restraint, or coercion of employees ; domi- 
nation of, or interference with the formation of a union ; discrimination ; 
or refusal to bargain collectively. This charge must be filed (in writing 
and notarized) with the regional director in whose region the unfair 
labor practice occurs. The charge identifies the labor organization and 
management concerned and gives the facts of the case. 

If the regional director considers the charge to be just and valid, he 
will serve a formal complaint on the employer and set the date for a hear- 

'* See Sixth Annual Report of the National Labor Relations Board, Washington, D. C., 
Government Printing Oflice, 1942, p. 107, for location of these offices in 1942. 

See National Labor Relations Board, Rules and Regulations, Series 2, as amended, 
effective April 22, 1941, Washington, D. C, Government Printing Office, for full rules 
and regulations. ' ; ' : 
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ing before a trial examiner. The labor organization may appeal to the 
N.L.R.B. in Washington, should it disagree with the regional director’s 
handling of the charge. 

The employer (the respondent to the case) has ten days in which to 
answer the complaint and present his defense, unless the time is extended 
by the regional director. The employer’s answer may be amended at any 
time previous to the hearing. Motions asking for orders or reliefs must 
be filed in writing with the regional director. The trial examiner rules 
on all motions. An outside party may intervene in a proceeding by filing 
a motion with the regional director before the hearing and with the trial 
examiner during the hearing. All motions and rulings become part of 
the record of the case. 

The hearing is conducted by a trial examiner who is appointed by 
the Board. The trial examiner inquires into the facts of the case and 
may issue subpoenas for witnesses and other kinds of evidence. Both 
parties may attend the hearing, call witnesses, and introduce or demand 
evidence. Any objection, in writing or orally, may be stated and included 
in the record. Time is allowed for oral argument, but this is not included 
ill the stenographic record, unless so directed by the trial examiner. Each 
party may file a brief during the hearing. 

After the hearing, the trial examiner files an Intermediate Report 
with the regional director, who then sends it to the Board in Washington. 
This report should contain the findings of fact and recommendations of 
disposition of the case. The Board sets the date for the transfer of the 
case and notifies the parties concerned, the trial examiner, and the re- 
gional director. 

After the Intermediate Report is filed with the Board, the parties are 
given twenty days in which to file exceptions to the Report. If there are 
no objections, it is assumed that the parties are in agreement with the 
Report. After the twenty-day period for filing exceptions has elapsed, 
the case may be decided on the record, decided after the filing of briefs, 
decided after oral argument, reopened for further evidence, or closed in 
compliance with the Intermediate Report. 

In order to strengthen the Act, the Board may have a charge filed in 
Washington, or direct that a charge filed with a regional director be 
transferred and continued before the Board, be consolidated with another 
proceeding dealing with the same problems, be transferred or continued 
in another region, or be severed from any proceeding with which it was 
previously consolidated. If any party should take exception to this, it 
may file a statement within twenty days. It may file a brief thirty days 
after the proposed findings. Until a record of the case is filed in a court, 
I'he Board may modify it. 
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The 1 ‘ules and procedures for the investigation and certification of 
representatives are the same as those followed in determining unfair 
labor practices. A petition for investigation may be filed in writing with 
the regional director by an employee, a labor organization, or an em- 
ployer. After the petition is filed, the Board may direct the regional 
director to start an investigation and set the date of hearing before a 
trial examiner. A record of the proceedings is sent to Washington at the 
close of the hearing. The Board may direct that a secret ballot be taken 
by employees under the direction of an agent appointed by the Board. 
This agent makes an Election Report, which may be disputed within five 
days, that is, before it is sent to the Board in Washington. If objections 
are filed, the agent may investigate the facts and write up a Report on 
Objections and send it to Washington with the Election Report. 

When deemed necessary to carry out the purposes of the Act, the 
Board may permit a petition requesting investigation and certification or 
it may conduct an investigation on its own motion. It may order that a 
petition be transferred and continued before it, be consolidated with 
another proceeding in the same region, be transferred and continued in 
another region, or be severed from another proceeding with which it had 
been consolidated. 

Principles Established by the Board 

As a result of its work, the Board has enunciated certain principles 
under which it acts. With reference to interference, restraint, and coer- 
cion [section 8 (1)] in the exercise of the rights guaranteed in section 7 
of the Act, the Board has established certain practices as being unfair to 
labor. Example.s of these are: 

1. Encouraging civic hostility to unions and union members. (13 

N.L.R.B. 746.) 

2. Public celebration of the defeat of a union in collective bargaining 

elections. (20 N.L.R.B. 17 and IS N.L.R.B. 912.) 

3. Campaigning to prevent employees from participating in an elec- 

tion directed by the Board. (16 N.L.R.B. 532.) 

4. Instituting a wage increase coupled with .statements that a union 

was not necessary to secure it. (13 N.L.R.B. 699.) 

5. Making anti-union threats^ — ^threats of discharge or other dis- 

crimination or of bodily harm. ( 1 N.L.R.B. 68 and 6 N.L.R.B. 
284.) 

6. Labor espionage by employer, employees, company spy systems, 

employers' associa.tions, police departments, or detective 

agencies. 
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Among other acts, the following were established as discriminatory as 
they discouraged membership in a labor organization; 

1. Blacklisting. (15 N.L.R.B. 36.) 

2. Using union membership or activity as a basis for putting men 

back to work following a strike. (26 N.L.R.B. 1.) 

3. Discharging or otherwise discriminating against an employee be- 

cause he has filed charges or given testimony under the Act. 
(29 N.L.R.B. 135.) 

However, the employer has not been deprived of his right to select or 
discharge his employees for any reason other than those forbidden by 
the Act. He may hire or fire anyone as long as he is not motivated by 
anti-union considerations. Discharge of employees actuated by their mis- 
conduct, and not by their union membership or activity, is not discrim- 
inatory. (32 N.L.R.B. 104.) 

Concerning collective bargaining, the Board declares the following to 
be unfair labor practices : 

1. Refusal to negotiate with the statutory representative of a union 

concerning conditions of employment. (24 N.L.R.B. 41 and 
23 N.L.R.B. 1.) 

2. Reliance on a prior sitdown strike as a reason for refusing to 

bargain. (13 N.L.R.B. 484.) 

3. Making it a condition precedent to bargaining that the exclusive 

representative secure agreements from the employer’s com- 
petitors. (22 N.L.R.B. 65 and 21 N.L.R.B. 72.) 

4. Refusal to bargain because of doubt that a labor organization 

represents a majority of the employees in an appropriate unit. 
[Cf. N.L.R.B. V. Remington Rand, Inc., 94 F. (2d) 862 
(C.C.A. 2), cert. den. 304 U. S. 576, 585 — the employer’s ob- 
ligation under section 8 (5) is the obligation to accept in good 
faith the procedure of collective bargaining as historically 
practiced.] 

5. Refusal to enter into signed binding agreements embod}dng 

understandings reached with the statutory representatives. 
(22 N.L.R.B. 13.) 

Domination and interference with the formation or administration of 
a labor organization and contributing financial or other support to it are 
established by acts such as the following: 

1. Direct or indirect financial or other support of unions. (21 
N.L.R.B. 1.) 
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2. Revision of prior company-dominated organizations, or the sub- 

stitution for them of new organizations is a common device 
for disguising unlawful interference. (12 N.L.R.B. 1414, 18 
N.L.R.B. 46, 22 N.L.R.B. 1, 22 N.L.R.B. 31, 19 N.L.R.B. 93, 
21 N.L.R.B. 24, 15 N.L.R.B. 749, 15 N.L.R.B. 676.0 

3. Affiliation with a national labor organization is not sufficient to 

change the character of a company-dominated union. (N.L. 
R.B. 749.) 

The Board has also established as unfair labor practices combinations 
of several or many of these principles, such as the Mohawk Valley For- 
mula.® 

With reference to investigation and certification of rejjresentatives, 
the Board has also developed certain principles ® in regard to : 

1. Issuance of directions of election or certification. 

2. ■ Direction of election : 

(a) Date of election. 

(b) Eligibility to vote. 

(c) The ballot. 

3. The direction of a run-off election. 

4. Objections pertaining to elections and run-off elections. 

5. Certification following an election. 

6 . Adequate proof of majority representation where no election is 

held. 

The National Labor Relations Act and the Supreme Court 

Although the National Labor Relations Act states the conditions of 
the Act, the interpretations of the Act must be tested in the courts of law 
to determine whether or not they are ultimately constitutional. The Su- 
preme Court of the United States, being the highest court in the land, 
gives the Act its final test. If the Supreme Court decides that the condi- 
tions of the Act are constitutional and that they are administered or 
enforced within the wording and meaning of the law, then they .stand as 
the law of the land, until repealed. The National Labor Relations Act 
has come before the Supreme Court for decisions many times since it 
was passed in 1935. These decisions have established the principles of 
industrial relations which exist under the Act. 

^ For depcriptiou of the details of the Mohawk Valley Formula, see Carroll R. 
Daugherty, Labor Problems in American Industry, Bo.ston, Hough ton -Mifflin Co., 1938, 
p. 673 ; also Joseph Roseiifarb, IVic National Labor Relations Policy, New York, Harper 
& Bros., 1940, p. 85. 

° See Annual Reports of the National Labor. Relations Board for statement of these 
principles. 
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The opinion given in the Jones and Laughiin Steel Corporation v. 
N.L.R.B. case established the constitutionality of the National Labor 
Relations Act. It found that the Act does apply to companies in inter- 
state and in foreign commerce, and is a regulation of labor relations. It 
also declared that production employees who are not themselves engaged 
in interstate commerce should be covered by the Act because industrial 
strife among the company’s production employees would seriously affect 
interstate commerce. 

In the case of the Associated Press v. N.L.R.B.,® the constitutionality 
of the Act was reaffirmed. The Court established that the Associated 
Press was engaged in interstate commerce and that the Act does not 
curtail freedom of the press. 

The coverage of the National Labor Relations Act was further deline- 
ated by the Supreme Court decision in the case of the Consolidated 
Edison Company v. N.L.R.B.® It stated that the National Labor Rela- 
tions Board has jurisdiction over a company whose interstate business 
is only a very small percentage of its total business. In this case the com- 
pany protested the fairness of the proceedings, and the Court found that 
the Board’s refusal to hear witnesses was arbitrary, but there was no 
lack of due process since the company did not avail itself of the proce- 
dure available to petition the Court of Appeals to order a hearing of 
certain witnesses nor did it petition for a hearing on the trial examiner’s 
finding. 

The question involved in the case of the Pacific Greyhound Lines, 
Inc.^® was whether an order to withdraw all recognition of the union is 
justified when the Board has ordered an employer to cease certain unfair 
labor practices, including domination and financial support of a company 
union. The Supreme Court upheld the Board’s further order in view of 
the evidence and in spite of the Circuit Court’s action to set aside the 
Board’s further order. 

In the Mackay Radio and Telegraph Company v. N.L.R.B. case,^^ the 
company disputed the Board’s right to order it to cease and desist dis- 
criminating against striking employees on account of union activity and 
also the Board’s right to order the reinstatement of striking employees 
discharged for union activity, back pay, and the publication of notices 
that no discrimination will occur. Although the decree of the Circuit 
Court of Appeals denied the Board these rights, the Supreme Court de- 
cision found them to be within the Board’s power. 

’ Vol. 301, U, S. Reports, 1937, p. 1. 

sVol. 301, U. S. Reports, 1939, p. 103. ‘ 

® Vol. 305, U, S. Reports, 1938, p. 197. 

^“Vol. 303, U. S. Reports, 1938, p. 272. 

V*- Vol. 304, U. S. Reports, 1938, p. 333. 
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The Supreme Court decided in the case of the National Licorice Com- 
pany V. the N.L.R.BP^ that the Board has the authority to order an em- 
ployer not to enforce contracts made with employees in, violation of the 
National Labor Relations Act It also found that a N.L.R.B. order 
relating to the contracts rather than the unfair labor practices found to 
affect the contracts may be made the basis .for a complaint under the Act. 

In the case of the N.L.R.B. v. Bradford Dyeing Association,^® the 
Court held that a change in the majority status of a union caused by 
unfair labor practices by the employer does not affect the validity of an 
order based on the original designations. 

In the International Association of Machinists v. N.L.R.B. case,^‘ 
the Supreme Court upheld the Board’s findings that a closed shop con- 
tract and the resulting discharge of employees were illegal because the 
contracting union had been assisted by the employer’s unfair labor prac- 
tices. Anti-union activities of employees in minor supervisory positions 
are the responsibility of the employer even though these activities were 
not authorized by the employer. 

Again the Supreme Court upheld the Board’s decision in the case of 
the H. J. Heinz Company v. N.L.R.B.'® The Court confirmed the 
Board’s decision that an employer’s refusal to enter into a written agree- 
ment with the union constituted a refusal to bargain collectively. 

The Court expressly upheld the Board’s right to determine or desig- 
nate the appropriate bargaining unit in the case of the Pittsburgh Plate 
Glass Company v. the N.L.R.B.'® In this instance the Court supported 
the Board’s contention that a division-wide unit was appropriate for col- 
lective bargaining even though the majority of employees in one plant 
did not want to be included in the wider unit. 

The Court ruled in the Phelps-Dodge Corporation v. the N.L.R.B. 
case that an employer’s refusal to hire a worker because of his union 
affiliation is an unfair labor practice. It also upheld the Board’s order 
directing the employment of such persons and reimbursing them for 
wages lost. Also, the Court sustained the Board’s power to direct the 
reinstatement of persons discriminatorily discharged, even when they had 
found employment elsewhere. 

An employer must bargain with a union chosen by its employees even 
though it had previously entered into individual employment contracts 
as decided in the J. I. Case Co. case.'® 


^“ Vol. 309, U. S. Reports, J939, p. 351. 
^3 310 U. S. 31S. 
i-‘311 U. S. 72. 

^5 311 U. S. 514. 

^S313 U. S, 14G. 

^"313 U. S. 177. 

18 J. I. Case Co. v. N.L.R.B., No. 67. 
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These are some of the decisions of the Supreme Court which estab- 
lish the principles of industrial relations and emphasize what companies 
and unions can and should do under the National Labor Relations Act, 

Rights and Responsibilities Under the National Labor 
Relations Act 

In section 7 of the National Labor Relations Act, certain rights are 
granted to employees: to self -organization, to form, join, or assist labor 
organizations, to bargain collectively through representatives of their 
own choosing, and to engage in concerted activities for the purpose of 
collective bargaining and other mutual aid or protection. Although in a 
democracy, a person or group of persons has certain rights, they also 
must fulfill certain responsibilities to that democracy. Few, if any, state- 
ments with reference to responsibilities required of employees are found 
in the Act, From the standpoint of the rights of the employer, little, if 
any, reference is given to the rights specifically granted to the employer 
by the Act.^*^ 

■ From the standpoint of the responsibilities of the employer, you will 
find in section 8 a group of negative responsibilities in the form of unfair 
labor practices. In other words, it is an unfair labor practice if the em- 
ployer' interferes with, restrains, or coerces employees in the exercise of 
self -organization and collective bargaining ; to dominate or interfere with 
a labor organization ; to discriminate in employment or discharge because 
of union membership ; or to refuse to bargain collectively. If we reverse 
these unfair labor practices from the negative to the positive, the em- 
ployer has the responsibility of bargaining collectively and permitting his 
employees to organize without interference, coercion, domination, or 
discrimination. Flowever, to repeat, what are his rights under the 
Act? 

The National Labor Relations Act has performed an excellent indus- 
trial relations function for this country. It has placed collective bargain- 
ing and the right to self -organization and the selection of representatives 
on a more democratic basis. 

Objections to the National Labor Relations Act 

There have been objections by employers to the National Labor Rela- 
tions Act and to the Board. Some of these are: 

i'-* The Fifth Annual Report of the National Labor Relations Board mentions (p. 12) 
t^t employers have been given the opportunity to file petition.s to determine representa- 
tives under section 9(c) of the Act in situations where they are confronted with rival 
demands from labor organizations claiming to represent a majority of employees in the 
unit or units thought to be appropriate. 
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]. That the Board is biased in favor of labor unions and against 
employers. (The A, F. of L. has accused the Board of bias in 
favor of the industrial form of union organization and the 
C.I.O. rather than craft organization and the A. F, of L.) 

2. That there should be unfair labor practices for labor unions as 

well as for managements to prevent the unions from coercing 
or intimidating employees into union membership, to prevent 
radical and dictatorial leadership in the unions, to provide 
compulsory registration of unions, and to restrict unions from 
making financial contributions to political parties. 

3 . That unions should be responsible (and be able to answer ade- 

quately the questions given in Chapter 2 on the responsibility 
of a union). 

4. That the National Labor Relations Board should be representa- 

tive of the public, the employees, and the employers, in order to 
make it representative of all three parties to industrial rela- 
tions, and therefore more democratic. 

Much discussion of these objections to the National Labor Relations 
Act and its Board has centered around the question of bias on the part 
of the Board, especially the members who were appointed to the first 
National Labor Relations Board. Most employers believed • that the 
Board was biased in favor of labor unions and against managements. 
Most employers believed that if they were called before the Board, they 
would be considered guilty until they were proved innocent, instead of 
the usual procedure of the courts to consider a defendant innocent until 
proved guilty. 

Suggested Remedies for Objections. — In order to correct these 
complaints, managements would like provisions to be included in the 
National Labor Relations Act that would require: 

1. That labor unions fulfill their full responsibilities of democratic 

seif-organization and proper collective bargaining in good 
faith. 

2. That employers be given certain rights under the Act for the 

guarantee of the complete fulfillment of labor contracts ar- 
rived at through collective bargaining in good faith. 

3. That 1.70th employers and employees be assured the right of rep- 

resentation on the National Labor Relations Board and of 
having their problems and disputes considered by an unbiased 
Board, as exemplified by the National War labor Board and 
its, tripartite fact-finding panels. ' 



424 


PERSONNEL RELATIONS 


[Ch. i8 


These would tend to prevent many of the objections which employers 
have to unions, such as dictatorial leadership, radicalism, unresponsible- 
ness, or that they are trying to usurp management’s prerogatives. 

If the employer had certain rights and could be assured that unions 
would always fulfill their labor contracts, it seems that there would be 
less hesitancy on his part to make such a contract and to have respect 
for and confidence in a democratic labor organization. It would give the 
employer more confidence in collective bargaining and the union a greater 
feeling of backing and strength which comes from the democracy of the 
group. 

Finally, when both sides are represented, heard, and considered from 
those viewpoints, the psj^chological effect of the acceptance of the decision 
is often better. More lasting industrial relations would result because 
one of the fundamentals in personnel relations is to have all sides voiced 
and heard and considered in a democratic solution of personnel problems. 

Wisconsin Employment Relations Act. — Have we any specific ex- 
amples in this country of a definite attempt to set up the provisions sug- 
gested here? Perhaps the nearest approach to a presentation of both 
emijioyer and employee responsibilities in labor relations is in the Wis- 
consin Employment Relations Act, enacted in 1939, which defines unfair 
labor practices for employees as follows: 

(2) It shall be an unfair labor practice for an employe individ- 
ually or in concert with others : 

(a) To coerce or intimidate an employe in the enjoyment of his 

legal rights, including those guaranteed in section 111.04, 
or to intimidate his family, picket his domicile, or injure 
the person or property of such employe or his family. 

(b) To coerce, intimidate or induce any employer to interfere 

with any of his employes in the enjoyment of their legal 
rights, including those guaranteed in section 111.04, or to 
engage in any practice with regard to his employes which 
would constitute an unfair labor practice if undertaken 
by him on his own initiative. 

(c) To violate the terms of a collective bargaining agreement 

(including an agreement to accept an arbitration award). 

(d) To refuse or fail to recognize or accept as conclusive of 

any issue in any controversy as to employment relations 
the final determination (after appeal, if any) of any tri- 
bunal having competent jurisdiction of the same or whose 
jurisdiction the employes or their representatives accepted. 

(e) To cooperate in engaging in, promoting or inducing picket- 

ing, boycotting or any other overt concomitant of a strike 
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unless a majority in a collective bargaining unit of the 
employes of an employer against whom such acts are 
primarily directed have voted by secret ballot to call a 
strike. 

(f) To hinder or prevent, by mass picketing, threats, intimida- 

tion, force or coercion of any kind the pursuit of any law- 
ful work or employment, or to obstruct or interfere with 
entrance to or egress from any place of employment, or 
to obstruct or interfere with free and uninterrupted use 
of public roads, streets, highways, railways, airports, or 
other ways of travel or conveyance. 

(g) To engage in a secondary boycott; or to hinder or prevent, 

by threats, intimidation, force, coercion or sabotage, the 
obtaining, use or disposition of materials, equipment or 
services ; or to combine or conspire to hinder or prevent by 
any means whatsoever, the obtaining, use or disposition 
of materials, equipment or services, provided, however, 
that nothing herein shall prevent sympathetic strikes in 
support of those in similar occupations working for other 
employers in the same craft. 

(h) To take unauthorized possession of property of the employer 

or to engage in any concerted effort to interfere with pro- 
duction except by leaving the premises in an orderly 
manner for the purposes of going on strike. 

(i) To fail to give the notice of intention to strike provided in 

section 111.11. 

(j) To commit any crime or misdemeanor in connection with 

any controversy as to employment relations.^® 

Wisconsin Employment Relations Board, Labor Laws, Wisconsin Statutes, Chapter 
111, Employment Relations, pp. 7-10, 



CHAPTER 19 


MINIMUM WAGES AND MAXIMUM HOURS 

The Fair Labor Standards Act 

The tendency of a few employers to pay the least wages for the 
longest hours even to the detriment of the health and decency of their 
workers made it necessary for certain fair labor standards of employment 
to be set by law. The Fair Labor Standards Act of 1938,^ commonly 
called the Wage and Hour Law, approved on June 25, 1938, established 
minimum wages and maximum hours for employers of about 21,000,000 
workers in over 500,000 establishments. 

During the first year of the Act, a 25-cent-per-hour minimum wage 
and a forty- four-hour work-week before overtime payments did not 
cause difficulty to managements except in a very few companies.^ Of 
fifty companies investigated, only one company replied that even 1 % of 
its employees were affected and had to be increased up to the 25-cent 
minimum wage. Nevertheless, in certain industries the standard wages 
and hours did affect the employees greatly and helped to prevent many 
“sweatshop” conditions. In the first five years of the Act $55,000,000 
in wages illegally withheld were restored to 1,500,000 workers in about 
70,000 establishments. 

The regulation of minimum wages and maximum hours by law has 
been in the past confined principally to the states with reference to con- 
ditions of employment for women and children and the regulating of 
hours for all employees. A regulation of hours was passed as early as 
1847 in New Hampshire. In 1874 Massachusetts limited hours worked 
by 'Women in manufacturing to ten daily and sixty weekly. In 1S3S that 
same state passed a law regulating the employment of children below a 
certain age and in 1912 set minimum wages for women and children. 

The wage and hour laws received adverse decisions from the courts 
and were declared to be violations of the due-process clauses of the fed- 
eral and state Constitutions, and regulatory effort was slowed consid- 


^ For complete text of the Fair Labor Standards Act of 1938, see Public No, 718, 7Sth 
Congress, Chapter 676, 3rd Session, S. 2475. 

istudy made by the author of fifty companies one year after the approval of the 
Act. , 
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erably until the Wage and Hour Law was passed in 1938, Congress 
reported certain detrimental labor conditions in the Fair Labor Standards 
xA^ct of 1938 and declared the following policy with reference to them : 

Sec. 2. (a) The Congress hereby finds that the existence, in 
industries engaged in commerce or in the production of goods for 
commerce, of labor conditions detrimental to the maintenance of the 
minimum standard of living necessary for health, efficiency, and 
general well-being of workers (1) causes commerce and the chan- 
nels and instrumentalities of commerce to be used to spread and per- 
petuate such labor conditions among the workers of the several 
States; (2) burdens commerce and the free flow of goods in com- 
merce; (3) constitutes an unfair method of competition in commerce; 

(4) leads to labor disputes burdening and obstructing commerce and 
the free flow of goods in commerce; and (5) interferes with the 
orderly and fair marketing of goods in commerce. 

(b) It is hereby declared to be the policy of this Act, through 
the exercise by Congress of its power to regulate commerce among 
the several States, to correct and as rapidly as practicable to elim- 
inate the conditions above referred to in such industries without 
substantially curtailing employment or earning power. 

The conditions of the Wage and Hour Act have been explained by 
the Wage and Hour Division of the Department of Labor as follows ; ^ 

To carry out the policy, the law contains three main provisions: 

( 1 ) A ceiling for hours — the 40-hour week. 

(2) A floor for wages — ultimately 40 cents an hour. 

(3) The abolition of oppressive child labor. 

A Ceiling for Honrs 

The 40-hour week went into effect October 24, 1940. For the year 
previous to that the standard work-week had been 42 hours. During 
the first year of the Act, up to October 24, 1939,' the standard work- 
week had been 44 hours. 

To allow a flexibility essential to the proper functioning of busi- 
ness and industry, the law provides that employees can be worked 
longer than the standard work-week provided they are paid at least 
time and a half their regular rate of pay for all hour.s of overtime. 
That means that a worker whose regular rate of pay is 50 cents an 
hour would have to be paid 75 cents an hour for all hours worked 
over 40 in any one week, 

® U. S. Department of Labor, Wage and Hour Division, Children’s Bureau, The 
Wage and Hour Law — IVhat It Is, Washington, D. C., Government Printing Office. xA.lso 
see: Eingloycrs’ Digest of the Fair Labor Standards Act of 19 SS, Department of Labor 
Wage and Hour Division, Children's Bvrreati, Washington, D. C. 
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A Floor for Wages 

Even more flexibility is contained in the minimum wage provi- 
sions of the law. The eventual floor of 40 cents an hour is reached 
over a period of 7 years. With certain exceptions, no worker engaged 
in interstate commerce or in any occupation necessary to the produc- 
tion of goods for interstate commerce could be paid less than : 

30 cents an hour from October 24, 1939, ■ 

40 cents an hour after October 24, 1945. 

25 cents an hour during the first year of the Act (up to October 24, 
1939). 


Administrators of the Wage and Hour Conditions. — The conditions 
are administered by an Administrator of the Wage and Hour Division, 
created by the Act, in the Department of Labor. The Administrator is 
appointed by the President, by and with the advice and consent of the 
Senate. The Administrator may, subject to Civil Service laws, appoint 
such employees as are necessary to carry out his functions and duties 
under the Act and set up regional offices throughout the country for, 
this purpose. 

The Administrator from time to time issues interpretative bulletins 
and regulations for carrying out the Act, such as rules governing indus- 
try committees (part 511), records (part 516), learners (part 522), 
coverage of the Act (Nos. 1 and 2), maximum hours and overtime com- 
pensation (No. 4). An example of such regulations is that defining an 
executive, administrative, and professional employee.^ 

The Act affects each individual worker, who can report any deviations 
from the Act by his employer directly to the 'Wage and Hour Regional 
Offices. A sample list of questions and answers on how the Wage and 
Hour Law affects a worker as explained to the worker has been prepared 
by the Wage and Hour Division.® 

The worker can report his wage and hour problems directly to the 
Wage and Hour Division, but it is the responsibility of the employer to 
keep records. Although no definite form is required, they must be kept 
for four years, and the following information must be available : 

(a) Name in full. 

(b) Home address. 


For full explanation, see the rules and interpretations of the Act ; and Selected 
Interpretations of the Fair Labor Standards Act, Management Research Memorandum, 
No.^^S, National Industrial Conference Board, New York. 

^ Regulations Defining and Delmiting the Terms, “Any Employee Employed in a 
Bona Fide ExeexUive, Administrative, Professional, or Local Retailing Capacity, or in the 
Capacity of Outside Salesman”, Pursuant to Section 13 (a) (1) of the Fair Labor Stand- 
ards Act of 1938 (52 Stat. 1060), U. S. Department of Labor Wage and Hour Division 
October, 1940. ’ 

Workers, Hovi the Wage-Hour Law Affects You, U. S. Department of Labor, Wasre 
and Hour Division, Washington, D. C., 1940. 
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j (c) Date of birth if under 19. 

I (d) Hours worked each zvork day and each work-zveek. 

} (e) Total wages paid each work-week. 

I (f) Date of payment and, in addition to the above, when hours 

over the statutory maximum are worked by the employee. 

(g) Regular hourly rate of pay and basis upon which wages are 

paid. 

(h) Earnings at regular hourly rate of pay for each work-week. 

(i) Extra earnings for overtime. 

Rules for computing the rates of pay and hours worked are illustrated 
in Figure 68. 

Walsh-Healy Act 

Related to the Wage and Hour Bill is the Walsh-Healy Public Con- 
tracts Act," which sets standards of minimum wages, maximum hours, 
child labor, convict labor, and safety and health for the performance of 
government contracts in excess of $10,000. 

The minimum wages required are those which have been determined 
by the Secretary of Labor for specific industries. IMinimum wages deter- 
mined by the Secretary for a given industry do not retroactively apply 
to bids invited or contracts awarded prior to the effective date' specified 
in the determination. Contracts awarded on bids which were solicited 
prior to the effective date of a wage determination will at- no time be 
subject to the payment of the minimum wages. 

The basic hours of work are eight in any one day, or forty in any 
one week. Overtime is permitted provided that time and one-half is paid. 
The employment of boys under 16, girls under 18, and convict labor is 
prohibited. 

Conditions of safety, sanitation, and health are required. Com- 
pliance with the standards of the state in which the work is done is 
prima-facie evidence of compliance with this requirement. 

Hours of Work 

The theoretical ideal of work in normal times could be the maximum 
wages for the minimum hours. Some labor unions contend that the 
shorter the hours, the greater the pay; while some managements con- 
tend that the minimum wages for the maximum hours, the greater the 
total production, the lower the price of the product, the greater the sale, 

'‘ Division of Piiblic Contracts, U. S. Department of Labor, Walsh-Healy Public Con- 
tracts Act, Rulings and Interpretations, No. 2, AVashington, D. C., Government Printing 
Office, September 29, 1939. 
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Figure 68. Rules for Computing Rates of Pay and Hours Worked 

"or explanation of this form, see Wage and Hour Division, U. S. Department of I 
Employers’ Digest of the Fair Labor Standards Act of 1938 , Washington, D. ' 
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and the greater the amount of employment. However, a practical ideal 
is fair wages for a reasonable number of hours. The definition of “fair” 
and “reasonable” depends upon conditions. In a depression, what is fair 
and reasonable may be different from that in prosperous times or during 
a war. 

When times are bad, employees are plentiful and the fullest produc- 
tion cannot be sold. In war, labor is scarce, but the maximum produc- 
tion is needed to win the war. In good times employees and high produc- 
tion are needed to meet the demand for and sales of the product. In 
general, the trend in the last fifty years has been to decrease the number 
of hours of work per week. 

The hours worked per week from 1S50 to 1943 were as follows : ® 


Working Hours 


1850 

69 

1934 

35 

1880 

61 

1940 

38 

1900 

57 

1941 

40 

1910 

54 

1942« 

42.9 

1920 

50 

1943 » 

44.9 

1930 

45 

1944 

45.4 


This shows a decline from sixty-nine hours per week in 1850 to 
thirty-five hours in 1934, during a depression. Then hours increased to 
forty per week in 1941 and 44.8 in 1943, during war times. 

In general, hours of work are affected by : 

1. Legislation — Wage and Hour Act, Walsh-Healy Act, regulations 

of government contracts, and in government offices and work. 

2. War. 

3. Business cycle — demand and supply of labor ; the demand for 

production ; consumption. 

4. Type and nature of manufacturing process; work shifts; ma- 

chinery. 

5. Union agreements. 

6. Health, fatigue, and safet}'’ of workers. 

7. Desire for leisure, recreation, travel, education, political and com- 

munity participation, family life, and cultural activities of 

workers. 

First, laws such as the W’’age and Hour Law, the Walsh-Healy Act, 
and others regulating the hours of work must be complied with. 

® Data i:p to and including 1941 from Dale Yoder, Personnel Management and Indus- 
trial Relations, New York, Prentice-Hall Inc., 1942, p. 29.3. 

For 1942 and 1943 all manufacturing, from u. S. Bureau of Labor .Stati.stics, 
Monthly Labor Review, .Ai)ril, 1944, p. 844. For 1944 — Monthly Labor Review, August, 
1944 May, 1944), p. 447. 
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During war when there was a scarcity of labor, the need was for all- 
out production, even to the extent of increasing the number of hours 
worked in industry. Much discussion has taken place as to the best 
number of hours per week to work in order to effect maximum war 
production. 


Recommendation on Hours of Work for Maximum War Produc- 
tion. — A statement of policy,^® signed by representatives of the War 
and Navy Departments, Maritime Commission, Public Health Service, 
War Manpower Commission, War Production Board, Commerce Depart- 
ment, and Labor Department set four major standards: 

1. For wartime production the eight-hour day and forty-eight-hour 

week approximate the best working schedule for sustained 

efficiency in most industrial operations. 

2. One scheduled day of rest for the individual, approximately one 

in every seven, should be a universal and invariable rule. 

3. A thirty-minute meal period is desirable. 

4. Vacations are conducive to sustained production, and should be 

spread over the longest possible period. 


This policy was recommended in the interest of speeding up war 
production by the observance of standards established by experience as 
being best for sustained maximum production. The statement of policy 
was issued as a guide to government establishments, to field representa- 
tives of procurement agencies, and to contractors working on war 
production. 

It did not reduce the urgency for the round-the-clock day and seven- 
day week operation of plants and tools. Its primary aim was to increase 
war production by taking into consideration certain practices that had 
been found to increase human ^efficiency. Of these practices, perhaps the 
most important was the safeguarding of employees’ health and efficiency 
against cumulative fatigue and lowered resistance to illness caused by 
excessive overtime work. 

Also, by standardizing the number of work hours per week to some 
degree, it was hoped that labor pirating, which made for quick labor 
turnover and instability, might be stemmed. Since the Walsh-Healy 
Act provided for time and one-half for time worked over forty hours, 
large overtime offers were used to bribe skilled and unskilled workers 
fi'oni one job to another. 


War Production Drive Memorandum No. 35, War Production Board, Washington, 
D. C., August i, 1942, 
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Opinions of Employers on Length of Work-Week. — A study by 
the Industrial Relations Section of Princeton University of the opin- 
ions of the managements of 140 companies employing a total of 2,000,000 
workers, showed that they thought that about eight work hours per day 
and forty-eight work hours per week seem to produce the maximum 
efficienc}^ in speed, quality, and economy of work. 

Executives of 128 companies preferred the forty-eight-hour week for 
male production woi'kers more than five times as much as any other 
particular work-week. Their preferences are given as follows : 


Companies believing optimum length of work- 


week to be — Number 

40 hours 12 

44-45 hours 6 

48 hours 69 

48-50 hours 13 

52-55 hours 13 

56 hours 5 

58 hours 2 

60 hours 8 

Total 128 


Per Cent 
of Total 
9.4 
4.7 
53.9 
10.1 
10.1 
3.9 
1.6 
6.3 
100.0 


The following was the consensus of the companies surveyed, and 
the sampling was representative enough to be valid in most industries : 

1. Less than forty hours a week does not increase individual pro- 

ductivity, 

2. More than sixty hours a week does decrease productivity, and 

increase absenteeism and accidents. 

3. When work is light and working conditions are good, men are 

more likely to have higher productivity when working more 
than forty-eight hours weekly than ■when working fewer hours. 
This is especially true if a man can set his own pace. 

4. A lower average number of working hours is better for women 

because of physical limitations and domestic arrangements. 

5. The seven-day week is strongly opposed because of the detri- 
. mental effect on output and employee health. 

6. Special attention should be given to attendance and safety when 

lengthening the work-week. 

7. The need for longer hours should be explained to employees in 

terms of productivity. 

8. The length of the emergency period should be considered in 

determining the most efficient schedule of work for individual 
employees. 


Monthly Labor Review, May, 1942. ^ 
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9. The solution was to work longer hours to speed up production 
for a short time only and to train new workers during that 
period in order to maintain the production level. 

During World War 11, there was considerable discussion of “round- 
the-clock” full weekly working schedules which eliminated Saturday and 
Sunday overtime payments as such. In order to establish uniformity in 
this respect, President Roosevelt issued Executive Order 6240, which 
contained the following: 

1. That the following principles and regulations shall apply for 
the duration of the war to the payment of premium and overtime 
wage compensation on all work relating to the prosecution of the 
war; 

A. No premium wage or extra compensation shall be paid to any 

employee in the United States, its territories or possessions, 
for work on Saturday or Sunday except where such work 
is performed by the employee on the sixth or seventh day 
worked in his regularly scheduled workweek and as here- 
inafter provided. 

(1) Where because of emei'gency conditions an employee 

is required to work for seven consecutive days in 
any regularly scheduled workweek a premium wage 
of double time compensation shall be paid for work 
on the seventh day. 

(2) Where required by the provisions of law or employ- 

ment contracts, not more than time and one-half 
wage compensation shall be paid for work in excess 
of eight hours in any day or forty hours in any 
workweek or for work performed on the sixth day 
worked in any regularly scheduled workweek. 

B. No premium wage or extra compensation shall be paid for 

work on customary holidays except that time and one- 
half wage compensation shall be paid for work performed 
on any of the following holidays only : 

New Year’s Day 
Fourth of July 
Labor Day 
Thanksgiving Day 
Christmas Day 

and either Memorial Day or one other such holiday of 
greater local importance. 

The provisions of this order shall become effective October 1 . 
1942. 
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Though this order eliminated Saturday and Sunday overtime payments 
as such, it did bring up many problems with reference to the regularly 
scheduled work-week and the proper maintenance of shifts of work to 
obtain twenty- four hours, seven days per week of work, or as near to it 
as possible. However, it set a standard for overtime payments on the 
sixth and seventh days worked. 

Shift Schedules. — Closely related to hours of work during World 
War II was the arrangement of .shifts in order to maintain twenty-four 
hours per day, seven days per week, caused by the need for full produc- 
tion and the necessity for continuous operation on jobs that could not 
be closed down until the operations, which may last for days, were com- 
pleted, such as a steel furnace, glass furnace, etc. 

The most frequent shift hours were 7:00-3:30, 3:30-12:00 for two 
.shifts per day, and 7 :00-3 :00, 3 :00-l 1 : 00, 1 1 :00-7 :00, and 8 :00-4 :00, 
4:00-12:00, or 12:00-8:00 for three shifts. 

Though there were definite times for each shift, each employee could 
not work continuously seven days each week, so five- and six-day sched- 
ules were arranged. 

A five-days-per-week shift schedule with four crews and a six-day 
schedule using a swing shift to relieve the other shifts from their seventh 
day was given by the National Industrial Conference Board.^® 

Dr. N. Kleitman has investigated shift hours and recommends shifts 
which will provide a sleeping period for each crew as close as possible 
to the customary cycle with shifts running as follows : 


Sunset shift. Working hours from noon to 8 p.m. Evening and 
early night free for leisure. Sleep from 1 or 2 a.m. to 9 or 10 a.m. 

Night shift. Working hours from 8 r.j.i. to 4 a.m. Sleep from 
S A.M. to 1 P.M. Afternoon and early evening for leisure.' 

Dmvn shift. Working hours from 4 a.m. to noon. Leisure in the 
afternoon. Sleep from about 7 p.m. to 3 a.m. 


He believes that these shift times will be the best for the health, leisure, 
and efficiency of the employee. 

The health of the worker has a bearing upon the length and the 
scheduling of the shift, and the determining of whether short shifts with- 
out rest periods, or long shifts with rest periods, arc better. If the work 
is extremely difficult physically, it may not be possible to have long 


^ “Sluft Operations Under Defense Condition.s,” Studies in Personnel Policy, No. 35, 
New York, National Industrial Conference Board, Inc., iy41.. 

Ibid. 

W. Kaenipffert, “Red, White, and Blue Shifts,” New York Times Magazine, Sep-, 
teniber 20, 1<)43, p. 14. 
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shifts. Likewise, if the working conditions are such that the job is dusty, 
hot, or damp and wet, these may affect the hours. 

From the broad point of view in normal times, the best number of 
hours of work are those which will give the worker time for recreation, 
education, participation in community and cultural activities. 

Short hours of work to permit the worker time to consume is a 
relatively new idea in the field of industrial relations. With the advance 
of machinery, invention, and science to do the work man previously did, 
it is not impossible to imagine that with further progress along this line, 
we could produce more and permit more time for recreation, education, 
and consumption of that which is produced. Also, vacations and holi- 
days, as well as rest periods, have an influence in determining hours of 
work. The same considerations of hours of work do not necessarily 
apply in normal times as in wartime, prosperity, or depression, for the 
same necessity is not present. Generally, in this country the forty-hour 
week — eight hours per day for five days — ^is considered as the standard 
work-week without overtime during normal times. 

Shorter Hours of Work. — An employee earning high wages, but 
working few hours, may not make as much during the year as a worker 
whose wage is not so high but who works more hours. In most plants, 
however, the more hours worked, the greater the total pay received. If 
wages were raised proportionately to the hours decreased, the same total 
pay would result. If an employee were working for 80 cents per hour 
for ten hours per day, his total pay would be the same as if he worked 
eight hours for $1 per hour. 

During a depression, when sales are slow and production is low, one 
of the first questions is whether to lay off some employees and keep some 
working full time or to keep all employees and reduce their number of 
hours. Both can accomplish the same result of producing a given 
amount. In the last depression spreading the work by decreasing the 
number of hours to keep all employees working was promoted as the 
better course of action. The Black Bill advocating a thirty-hour week 
was introduced in Congress. It gained some support, but not enough to 
pass it as a law. . 

The American Federation of Labor was a strong advocate of this 
thirty-hour week. In 1936 President William Green of the American 
Federation of Labor proposed^® the adoption of a thirty-hour work- 
week as a sound, economic method to alleviate the problems of unemploy- 
ment, low incomes, and insecurity caused by the business depression. 

F William Green, The Thirty Hour Week, Washington, D. C., The American Feet 
eration of Labor, 1936, 
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Under his proposal, wages were to remain the same as they had been so 
that spreading the work wmuld keep more persons employed. 

The results expected by the A. F. of L., if the thirty-hour week were 
adopted, were as follows : 

1. It would have brought wage earners without work into normal 

business organization. 

2. It would have increased the total purchasing power by maintain- 

ing existing earnings and placing purchasing power in the 
hands of those who had been unemployed. 

3. By releasing a tremendous volume of pent-up consumers’ de- 

mand, it would have stimulated industrial production in busi- 
ness activity. 

4. It would have provided security by giving work to the jobless 

and by maintaining the wages of those employed. 

5. It would have released the flow of credit in private business 

from the normal consumer, who constitutes the ultimate source 
of credit. 

6. It would have raised the standard of living for the American 

people through new and widespread demand for goods and 
services. 
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SOCIAL SECURITY 
The Social Security Act ^ 

Considerable discussion on democracy has placed special emphasis 
on the importance of the individual person, his freedom and equality of 
opportunity, and his development as an individual person, as being 
essentials of a democracy. 

Until about twenty or thirty years ago, the accepted idea was that 
each man could and should take care of himself, that he could save 
money for his old age, and that he could save money to tide him over 
periods of unemployment. In other words, the emphasis was that each 
person could take care of his own misfortunes, whatever they might 
be — unemployment, old age, sickness, etc. However, after the stock 
market crashed in 1929 and during the ensuing depression, certain mis- 
fortunes came to people through no fault of their own. Checks came 
back from the bank not only marked “no funds,” but also, “no bank.” 
That certainly was a misfortune beyond the power of any one person 
to prevent. 

The advent of the Social Security Act did not cause a complete re- 
versal of public opinion on matters of old-age pensions, old-age insur- 
ance, unemployment insurance, etc. Rather there were a number of 
factors involved which gradually changed the traditional outlook and led 
to the Social Security Act, 

Legislation providing for social security was first promised by the 
President in his message to the 74th Congress, June 8, 1934, in which 
he said in part ; 

Our task of reconstruction does not require the construction of 
new and strange values. It is rather finding a way to known, but to 
some degree forgotten, ideals and values. If means and details are 
in some instances new, the objectives are as permanent as human 
nature. 

Among our objectives I place the security of the men, women, 
and children of the Nation first. 

^ For complete description of the Social Security Act, as amended, see Compilation op 
the Social Security Lazvs, Federal Security Agency, Social Security Board, Washington, 



SOCIAL SECURITY 


439 


Ch. 20 ] 

The security for individual and family concerns itself primarily 
with three factors: People want decent homes to live in; they want 
to locate them where they can engage in productive work; and they 
want some safeguard against misfortunes which cannot be elim- 
inated in this man-made world of ours. 

Soon after this address, the President created by Executive Order 
the Committee on Economic Security, composed of Secretary of Labor 
Perkins, as chairman, Secretary of Treasury Morgenthau, Attorney 
General Cummings, Secretary of Agriculture Wallace, and Federal 
Emergency Relief Administrator Hopkins, instructing it to make a study 
of the entire problem and to make recommendations to Congress. For 
six months the Committee studied the problem, assisted by fourteen 
advisory groups and a large staff of specialists representing various 
interests involved. 

At the end of this period the Committee unanimously reported to the 
President a bill for social security, which he submitted to the 74th 
Congress in a special message on January 17, 1935. After a great deal 
of bickering over amendments between the two houses, which was 
finally ironed out by the Committee on Conferences, the bill was passed 
by large majorities in both houses, and was approved by the President 
on August 14, 1935. 

During its first four years, great advances were made. But these 
years of actual operation also indicated how the Act could be improved. 
On the basis of this experience and of continuing study, the Congress 
passed amendments which became law on August 10, 1939. This action 
strengthened the entire social security program and extended its pro- 
tection to more people throughout the country. The new program went 
into effect Januaiy 1, 1940. 

The Social Security Act is made up of ten distinct but related pro- 
grams which may be grouped under these headings : 

1. Social insurance : 

(a) Employment security, including public employment service 

and unemplo 3 nnent insurance. 

(b) Old-age and survivors’ insurance. 

2. Public assistance to the needy : 

(c) Old-age assistance. 

(d) Aid to the needy blind. 

(e) Aid to dependent children. s 

3. Health and welfare services: 

(f) Child-welfare services, 

(g) Services for crippled children. 
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(h) Maternal and child-health services. 

(i) Retraining for disabled workers. 

( j ) Public health services. 

Of these, the social insurance considerations are most important to 
the average wage earner. 

There is an increasing percentage of aged people in the population. 
In 1940 the percentage of people over 65 years of age was 6.8. It is 
estimated that by 1980, 14.4% of our people will be 65 or more. The 
life expectancy was almost 60 years in 1942, having risen from 40 years 
in 1850 and from 50 years in 1900, Even before World War I, old 
persons were faced with increased difficulty in finding a place in the 
speed and efficiency of modern industrialism. Existing forms of relief — 
county poor farms, etc. — were recognized as being demoralizing and 
inadequate in many cases. Perhaps one of the greatest factors in 
changing the American attitude was the educational programs carried 
on by such groups as the American Association for Old Age Security 
and fraternal organizations. 

By the end of 1934, 231,000 persons were on relief in the United 
States. The states started to pass mandatory pension laws, most of 
them having fairly liberal rules of eligibility — the age limit dropped from 
70 to 65 in many cases, and the tendency was to allow the pensioners 
to own some property. The personal responsibility of the family was 
stressed in the American laws, i.e., children and other immediate rela- 
tives of aged persons had to be unable to support them before aid was 
given to them. The movement w-as handicapped by the fact that twenty 
states had no pension laws, while five had only poor optional laws. The 
depression had so hit the state governments that they thought that they 
could not afford to pay any benefits, or only benefits so low as to be of 
little value. The Congress acted by passing the Social Security Act. 

Old-Age and Survivors’ Insurance.- — Old-age and survivors’ insur- 
ance provides monthly insurance benefits for workers and their families 
when the wage earner is old and stops work or if he dies. Wage earners 
and their employers share the cost by paying special taxes which go into 
a fund in the United States Treasury, out of wffiich benefits are paid. 

These taxes, similar to premiums paid on an insurance policy, repre- 
sent a percentage of the worker’s wage — until 1943,^ 1% paid by the 
worker and 1% paid by the employer. Employers deduct each worker’s 
tax from his pay and turn it in quarterly, with an equal amount of theii 

^ Suminariaed ixotn Whai Is Social Security f A Brief E.vplanation of the Social 
Federal Security Agency, Social Security Board. 

This was also continued during World War XL 
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own, to the Bureau of Internal Revenue. At the same time they make 
a report showing the wages paid each employee. 

The amount of the insurance benefits paid under this plan is based on 
the worker’s own wages in jobs covered by the law — and is, therefore^ 
related to the tax he has paid. 

Every worker who has a social security account receives a social 
security account number card, issued by the Social Security Board. The 
number on that card, together with his name, identifies his account so that 
all his wages can be properly posted to his credit. 

The monthly payments provided under the system are of two general 
kinds ; 


1. Retirement payments — 

For the c|ualified worker himself after he reaches 65 and stops 
regular work ; 

His wife, if or when she is 65 ; 

His children until they are 16, or 18 if still in school. 

2. Survivors’ payments when a qualified worker dies — 

For his children until they reach 16, or 18 if still in school; 

His widow while she has such children in her care ; 

His widow if or when she is 65 ; 

His dependent parents at age 65, if he has left no widow or 
young child. 

When the worker leaves no survivor entitled to monthl}’' payments at 
the time of his death, lump-sum death payments are made. These may go 
to the widow, widower, child, grandchild, or parent, in the order named. 
If the worker is not survived by any such relative, the lump sum may 
be paid to other relatives or friends who paid the burial expenses. 

To qualify for insurance benefits, the worker must have earned a 
certain amount of wages on jobs covered b}'' the law — that is, in factories, 
shops, mines, mills, stores, offices, banks, building-and-loan associations, 
American ships, or other kinds of business or industry. In general, any- 
one would qualify who had earned $50 or more a quarter year, in at least 
half the quarter years between January 1, 1937, when the system went 
into effect, and the quarter year in which he became 65 or died.'^ 

The amount of benefit paid depends upon the worker’s average 
monthly wage up to $250 a month. The worker’s benefit — called the 
"primary benefit” — is computed by taking 40% of the first $50 of his 
average monthly pay, adding 10% of the rest up to $250, and then add- 

The reqiTirement is somewhat more liberal in the case o£ a worker who dies leaving 
young children. For further information, see the Social Security Board leaflet, “Old-Age 
and Survivors Insurance for Workers and Their Families.” (I.S.C. 33.) 
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ing 1% of this sum for each year in which he was paid $200 or more on 
covered jobs. If this benefit amount comes to less than $10, primary 
benefit is always raised to $10. 

The benefits paid the worker’s family are figured from his “primary 
benefit.” A widow receives three-fourths of the primary benefit to 
which the worker would have been entitled. For all others — a wife, child, 
or a dependent parent — the monthly payment is equal to half the worker’s 
primary benefit. 

The total monthly benefits that may be paid on one worker’s account 
may not be less than $10 a month nor more than twice the primary 
benefit, or 80% of the ivorker’s average wage, or $85, whichever is the 
least. 

For example: a retired w'-age earner is getting a primary benefit of 
$30 a month. His wife, who is also 65, receives an additional $15, 
making $45 a month for the two as long as they both live. If the hus- 
band dies, his widow would receive $22.50 (three-fourths of his primary 
benefit of $30) for the rest of her life if she did not remarry, since she 
is already 65. 

To file a claim for insurance payments, the worker or any other bene- 
ficiary should go or write to the nearest Social Security Board field office. 

Claim papers are forwarded to Washington for examination by the 
Social Security Board. When the Board approves the claim, it is certi- 
fied to the U. S. Treasury for payment, and checks are then mailed to 
the beneficiary. 

A discussion of employment security follows later in this chapter. 

Administration of the Social Security Act. — To perform the duties 
under the Social Security Act, as amended, a Board of three members 
is appointed by the President, and confirmed by the Senate, to serve 
under the direction and supervision of the Federal Security Admin- 
istrator. The members of the Board devote full time to their duties 
tinder the Acf and to studying and making recommendations as to the 
most effective methods of providing economic security through social 
insurance. They also propose legislation and policies concerning old- 
age pensions, unemployment compensation, and related subjects. In 
1941 the Social Security Board’s personnel consisted of 12,682 persons — 
8,066 departmental and 4,616 in the field — ^and the administrative ex- 
penditures amounted to over $26,500,000. 

The funds for security payments are obtained from taxes, which 
started with a level of 1 % of the income of every person under the Act. 
The 1939 Amendment to the Act set the following for payroll deductions 
for .social security: 1% for 1939, 1940, 1941, and 1942; 2% for 1943, 
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1944, and 1945; 2^4% in 1946, 1947, and 1948; and 3% after Decem- 
ber 31, 1948, of their total payrolls. 

The funds collected for social security have been distributed to hun- 
dreds of thousands of persons. The number of individuals receiving- 
payments under selected social insurance programs from January, 1939, 
to June, 1941, the amounts they received, and the place of social security 
and related payment in the income payment to individuals have been 
given by the Board ^ in its Sixth Annual Report. A forward view of 
social security was given by the Committee on Long-Range Work and 
Relief Policies to the National Resources Planning Board.'^ 


Company Pensions 

The Need for Company Pensions. — The managements of many 
companies consider that the pension benefits under the Social Security 
Act are not sufficient to take care of their employees as adequately as 
they would like them to be. Therefore, they have founded additional 
benefits for the care of superannuated employees who have rendered long 
and faithful service and are not able to keep up the pace of earlier years. 
Also, younger employees who know that provision has been made for 
them for their old age should possess a state of mind which will enhance 
their efficiency, loyalties, and cooperation as well as generally reduce 
labor turnover. 

Employees who have spent the best part of their lives at their jobs 
and have reached the point where their efficiency has dropped off, or 
where they cannot work further, have been of great concern 'to the man- 
agement, and industrial pensions for the care of old employees gradually 
became the responsibility and duty of the company concerned before the 
Social Security Act was formed. 

The subject of pensions is not a new one, as it has been considered 
for more than fifty years. A few companies had informal pension plans 
before 1900. In that year the Pennsylvania Railroad established its 
formal system. The International Harvester Company was one of the 
pioneers, and the New York Central Railroad began such a system in 
1910. The Industrial Relations Counselors’^ found 515 pension plans 
to be operating at the end of 1938. 


® Temporarily left at 1% during the war. 

^Su'th Ammal Report of the Social Security Board, Federal Security Agency, June 
30, 1941, Washington, D. C., Government Printing Office, p. 21, etc. Also see other 
annual reports of the Board, 

Securitx, Work, and Relief Policies, Washington, D. C., Government Printing Office, 
1943. 3 ' ^ 


®M. W. Latimer and K. Tufel, Trends in Industrial Pension, New York, Industrial 
Relations Counselors, 1940. Also M. W, Latimer, Industrial Pension Systcmis in the 
United States and Canada, New York, Industrial Relations Counselors, 1933, 2 vols. 
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Examples of two pension plans follow : 

W. T. Grant Company’s New Retirement Plan.— An employee 
pension plan, providing not only for retirement income for life begin- 
ning at the age of 60 but also for special benefits in the event of dis- 
ability, death, or termination of service, went into effect July 1, 1942, 
in the W. T. Grant Company’s 500 stores and offices throughout the 
country. Approximately 3,100 employees of the company, 70% of whom 
are women, are eligible for membership, being at least 30 years of age 
and having completed at least two 3^ears’ 'continuous service with the 
company. Provisions of the plan include the following; 

1. Benefits are free to employees earning up to $1,500 per year. 

Employees earning more than this pay nothing for benefits 
based on their first $500 of income and contribute a percentage 
of income over that amount. It is estimated that the 
company’s contributions will cover about 75% of the total 
costs. 

2. As the plan provides for retirement five years before federal 

old-age benefits become due, the employee may elect to receive 
a larger retirement income during the first five years of his 
retirement and a smaller one after social security payments 
begin. 

3. A disability clause grants to any disabled member of ten years’. 

credited service a retirement income for life, calculated in the 
same way as a normal retirement income. If the member has 
less than twenty years of credited service when disabled, the 
calculation is made as though he had completed the twenty 
years, although no disabled member will receive more credit 
than he would earn if he were to continue in service to the 
age of 60. 

4. Credit will be given for service completed by members before 

July 1, 1942, the full costs to be borne by the company. Em- 
ployees on military leave of absence may receive credit for 
prior service upon their return to the company. 

5. Thousand-dollar termination and death benefits, in addition to 

return of the member’s contributions with interest credit.s, arc 
payable upon termination of service or death after 15 years’ 
credited service. 

6. The plan is administered by a special retirement board of not 

less than six people, two of whom are contributing members 
of the plan (but not officers of the company), elected by the 
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contributing membership. Assets are held in trust for the 
members by the Guaranty Trust Company of New York. 

Shell Corporation Pension Plan. — ^The pension plan for 27,500 
workers in the Shell Petroleum and Shell Pipeline corporations provides 
pensions without contributions from employees. If an employee receives 
a social security pension, the Shell pension is to be adjusted accordingly. 
The plan was made effective January 1, 1938. 

Normal retirement ages have been defined as 55 years for women and 
60 years for men, although retirement at these ages is not compulsory. 
The plan provides for a pension equal to 40% of the employees’ average 
annual wages or salary during the five years immediately preceding 
retirement. No pension is to exceed $6,000 a year. Employees who 
complete twenty or more years of service and reach normal retirement 
age are eligible to retire with “full pension.” Workers who reach normal 
retirement age before completing twenty years but not less than fifteen 
years of service receive proportionate pensions. Shell may grant early 
pensions at its discretion for .special reasons. 

Shell’s contribution of funds for the support of the plan is based upon 
actuarial valuations. Shell did not undertake to make good any invest- 
ment losses to pension funds, but placed the funds in the hands of. suit- 
able third parties for administration. 

Considerations in Establishing Pensions. — Pension plans usually 
adhere to the following formula; the product of the average annual 
wage of the last ten or other number of years’ service, times a fixed 
percentage rate, multiplied by the total number of years’ service equals 
the annual pension income. For example, John Smith, who is 71 years 
old (past the retiring age), has worked for his company thirty years. 
His average salary for the last ten years has been $3,000, and his com- 
paiw’s percentage is 2%. The equation in this case would be 
.02 X 3,000 X 30 = $1 ,800 pension per year. 

The considerations generally included in a pension plan (obtained 
from a review of many pension systems) are listed as follows: 

1. A minimum period of service, generally from fifteen to thirty- 

five years. 

2. A definite age limit for retirement, usually from 50 to 70. 

3. /V disregard, after a certain period of service, for the retirement 

age limit in case of disability. 

4. A definite proportion between the number of years of service and 

the payment made after retirement, between 1% and 3% 
per year. 
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Modern pension plans endeavor to place the funds on a sound actu- 
arial basis in the same manner as an insurance company figures annuities. 
A pension fund within the company itself can be worked out and man- 
aged according to modern insurance business practices. Another plan, 
which many consider the best, is to turn over the pension fund and its 
entire administration to an established experienced insurance company. 
As a result of this trend to put pensions on an actuarial basis, insurance 
companies have formulated arrangements for joint annuities to be pur- 
chased by employers and employees. 

Many of the pension systems are regulated by bylaws, and are usually 
administered within the company by a pension board. Maximum and 
minimum pension figures are usually included in the pension fund bylaws. 
These limits are set in order to prevent too liberal use of the pension fund 
and still give the employee who receives the pension a livable income in 
old age. 

Many companies set aside large sums to start their pension funds. The 
National Civic Federation of New York City found that 90% of fifty- 
five organizations who had adopted pension plans were operating on a 
pension fund entirely supported by the company. The New York Rail- 
way guaranteed $50,000 a year toward its pension fund ; the Interna- 
tional Harvester Co. allowed $100,000 a year; the Gorham Manu- 
facturing Company of Providence reserved the ec|uivalent of 1% of the 
payroll ; the United States Steel Corporation set asijle $12,000,000 for 
pensions; and the Westinghouse Air Brake Company appropriated 
$110,000 and pledged itself to increase that sum if necessary. 

These various ways of funding pension costs have been summed up 
by E. S. Cowdrick ^ in the following manner : 

For the financing of pensions six principal methods are in use. 
Some companies simply pay retirement allowances as a part of cur- 
rent operating expense, making no provision for meeting future 
obligations. Others “fund” the pensions already granted by setting- 
aside sums sufficient to pay them during the expected life of the pen- 
sioners. Sometimes a fund is set up, either when the pension plan is 
started or at some later period, from which the income is expected to 
be sufficient to pay pensions for an indefinite time. Some companies 
instead of setting up a large reserve all at once, turn into the pemsion 
fund a definite percentage of the active payroll each year, depending 
upon the amount thus accumulated, with interest, to carry tlic pension 
over the “peak” which is expected to be reached in the future. In 
other cases the company pays into the pension reserve each \ear a 

. Pomioiis : A Problem of Managementj AixitvicSin Management Associaticn Conven- 
tion Senes, No. >5, 1928, 
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sum actuarially computed to be sufficient to cover the pension liabilities 
accruing* during that 3 ^ear on account of empWees on the active pay- 
roll. The sixth method of financing pensions is through insurance, 
usually by some modification of the ordinary purchase of annuities. 

Some provision should be made for the pension fund in case the com- 
pany is sold or the management changed. A pension fund might be 
installed, under a certain administration, but if the company should 
change officers and directors, the new administration might discontinue 
it, and the employees would be at a loss. For example, when Morris and 
Company, meat packers, sold out to Armour, the pension fund of 
Morris and Company was reported to have been insolvent. Care should 
always be taken to make the pension fund absolutely safe and secure, 
even if it has to be deposited in a trust fund outside of the company. 

In the estaldishment of a pension in a company, an amortization table 
should be made of all payments to be made to employees according to 
actuarial methods. They should be based upon the age of the employees, 
their actuarial data, the amount needed to pay pensions each year accord- 
ing to the amortization tables. For example, if an employee is 30 years 
of age and retires at 65, there should be accumulating in the pension fund 
enough during the next thirty-five years to meet the ex])ected payments 
each year after the employee becomes 65 years old for the expected 
length of his life. This should be done for each and all employees in 
the company so that the total amounts needed can be approximately de- 
termined before the plan is started. This is one reason Vv?hy it usually 
takes a large amount to establish a pension s}'stem. 

The establishment of a pension plan also involves setting up a method 
of transfer and placing employees who have become older; also, in 
general, adapting workers to their jobs. 

The foremost principle in starting a pension ]dan is that it be worked 
out on a sound actuarial basis. This may prevent more companies from 
starting pen.sions, but the lack of such a basis is the reason many of the 
early pension plans failed. During World War II interest in pensions for 
employees increased because of tax reductions due to pension payments. 

Unemployment 

From 1900 to 1926 an average of 10% of the working population was 
unem[)loyed. In 1932 the employment index was as low as 46. During 
the depression when people lost their jobs through no fault of their own, 
it was recognized that a stigma in accepting jniblic assistance should not 
be added to the sting of enforced idleness. It was not because of lack 
of initiative or ambition that many people were jobless, it was lack 
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of work for them to do. This enforced unemployment made it impos- 
sible for the individual person to prepare to meet the exigencies of old 
age and to provide even a modicum of security for himself and his 
family. 

The prospect of losing their jobs and source of living is one of the 
greatest specters lurking in the back of the minds and emotions of many 
of the most efficient workers and managers, as well as in the forefront 
of the thinking and feeling of many of the inefficient or poorer workers 
and supervisors. High wages are important, but if the worker does not 
get them, the lack is of still greater importance. If the worker were 
relieved of the fear of insecurity, much greater efficiency and happiness 
should result. Some people do not agree, but believe to the contrary; 

i.e., if a worker is secure in his job and for his old age, he will not apply 
himself so much as he does when he must work hard and save for him- 
self if he is to have the desired security. This latter belief might be true 
if the worker had the power within himself to keep his job. But he 
knows that he can lose his job through no fault of his own. Therefore, 
if he knew that he did not have to worry about that insecurity, he could 
think more about his work and, thereby, do it better and more willinglv. 
He could try to produce as much as possible without the fear of being 
laid off when a particular piece of work was finished. The ghost of 
unemployment is haunting our industrial relations house as much as, if 
not more than, other problems. Unless a way to make greater job secu- 
rity is found, our democracy itself will be in danger. 

Types of Unemployment. — ^Unemployment is that situation in which 
workers, able to work, are unsuccessfully seeking employment. It may 
be classified as follows: 

1. Seasonal 

2. Depressional or cyclic 

3. Technological 

4. Organizational 

Seasonal unemployment occurs when workers are laid off during the 
slack periods of the year because of change in the demand for the prod- 
uct, the weather, style, or the seasonal nature of the product. There is 
greater use of coal in the winter; it is better weather for construction 
work in the summer; canning must be done when vegetables and fruit 
are ripe ; purchasers of automobiles usually want new models. All these 
reflect on employment. 

Major and minor depressions followed by periods of prosperity have 
occurred more frequently in recent decades than previously. They are 
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the “ups and downs” of the business cycle. One year, or period of years, 
business is good ; another time it is poor. When business is poor, work is 
scarce and unemployment is prevalent. This is true not only about one 
company, but about many or most companies, causing millions of workers 
to be out of jobs because of this depressional or cyclic unemployment. 

Technological unemployment is caused by the introduction of new 
machines or methods which make it unnecessary to employ as many 
workers as before. The dial telephone can ring the numbers desired 
automatically and recpiires fewer operators for the same amount of serv- 
ice ; the textile machine has replaced the hand workers, etc. Methods of 
doing work may be improved by time-and-motion study so that the same 
work can be done by fewer persons than were previously required. Also, 
the advance of industry may make some jobs obsolete. The blacksmith 
of the past has been replaced by the modern welder ; the wagonmaker by 
the auto mechanic, etc. 

Unemployment can be caused by reorganizations of companies and 
industries. Mergers of one company with another may make it possible 
for one company to do the work of both companies and cause the unem- 
ployment of persons in the other company. Similarly, within a company, 
the merger of departments can throw the employees of one department 
out of work. 

An example of this is a chemical company which bought another 
chemical company. It was found that the original compan3ds research 
department was costing about twice as much as that in the new company 
without a corresponding amount of output of new products. This led 
to the belief that there were too many research workers in the first com- 
pany, and seventy technical workers in the company were laid off. An- 
other example is a company that merged with another and then combined 
the sales forces to sell the products of the joint companies. 

Unemployment may also l')e caused by shifts in operation. One com- 
pany in a small Indiana city shifted operation from an old plant to a 
new one in Pennsylvania because the cost of operation was greater in 
Indiana. The employees were either laid off or shifted to Pennsylvania. 

Other organizational unemployment can be caused by the methods 
of payment of labor, such as payment by the hour or day, instead of by 
the month or the year. A change from wartime to peacetime production, 
mismanagement, strikes, and other misfortunes can cause unem]'>loyment. 
All of the. types of unemployment are the specters of the most effective 
work. They involve not only the loss of the wages of the worker, the 
loss of production, use of machinery, and sales of the company, the loss 
of unemployment insurance by the state, but also the ps}'chological loss 
of belief in the company and this democracy of ours. 
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Extent of Unemployment. — Even in normal times unemployment 
is extensive. Paul H. Douglas found the average unemployment to be 
approximately 10% from 1896 to 1926 — approximately 6 ]^% resulted 
from seasonal and chronic causes and to 4% from cyclic causes.^® 

He also found that this varied greatly according to the year. For exam- 
ple in 1900, 10% were unemployed; in 1905, 6.7%; in 1910, 7.2%; in 
1915, 15 . 570 ; in 1920, and in 1925, 8.97o were unemployed.^! 

Unemployment decreased to 2%, according to the census of 1929. 
As the depression of 1929 continued, a census of unemployment was 
taken by mail in 1937, which showed eleven million unemployed. This 
unemployment challenged the country and our democracy. Then came 
the war and not only a period of employment, but also one of scarcity 
of labor. In peacetime, we shall again be faced with the problem of 
preventing or alleviating unemployment. 

What can the government, employers, and employees do to prevent 
unemployment? First, the government has already provided means and 
standards for the states to provide unemployment compensation under 
the Social Security Act. In general, the government can relieve the 
unemployment problem by the following : 


1. Unemployment insurance 

2. Employment service 

3. Public works 

4. Government training programs 

5. Relief 


Unemployment Insurance 

American Plan. — The American Association for Labor Legislation 
drew up the “American Plan” for unemployment insurance. Under this, 
employers were to be the sole contributors. Industry was to be classified 
into five groups with five mutual insurance pension funds set up for the 
workers in those five groups. Certain dangers and disadvantages seemed 
inherent in the plan, namely : 

1. An inequality of benefits, since woi'kers could benefit only from 

the funds of the industrial group in which they worked. 

2. Control in the hands of the employers. 


"Can Management Prevent Unemployment?” American Labor Legislation Reviesv, 
September, 1930, p. 273. 

Paul li. Douglas and Aaron Director, The Problem of Unemployment, New York, 
The Macmillan Co., 1931, pp. 28-29. 

See Bryce M. Stewart, Unemployment Benefits in the United States, New York, 
Industrial Relations Counselors, 1930, Also other material published by ibis organization 
listed in the Selected Reference.s at back of this book. 
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3. Lack of aim at the stabilization of industry. 

4. Employee contribution was thought to be desirable, to obtain 

employee cooperation and prevent malingering. 

Other Unemployment Insurance Plans. — bill was introduced in 
Ohio which set up a state-wide fund under public control with joint 
contributions. It was thought that this plan would equalize and insure 
benefits. H. C. Atkinson, Administrator of the Ohio Bureau of Unem- 
ployment Compensation, has since emphasized the difference in the insur- 
ance and relief aspects of unemployment compensation. 

The Wisconsin system of separate reserves set up isolated plant re- 
serves. This proved to be a popular method of unemployment insurance 
and was widely approved at first. 

At this time the consensus was that state laws on unemployment 
insurance were better than federal law. But it was felt that federal 
standards would be desirable in the following instances : 

1. For indu.stries engaged in interstate commerce, 

2. For federal grants-in-aid matching state funds. 

3. To provide exemption from federal income tax for payments 

made b}' employers for uneinplo^anent insurance. 

The proposed W'agner-Lewis Bill of 1934 was in the form of an 
offset tax. Those states which did not pass a mandatory unemployment 
insurance law would have to pay a 5% payroll tax to the federal govern- 
ment. Those states already having a 5% payroll tax for unemployment 
insurance would not have to pay the federal tax. Some of the more 
salient features of the bill were: 

1. If a state had a mandatory unemplo3unent insurance law, there 

would be no additional financial expenditure for employers, 
and the 5% payroll tax collected would be used within the 
state and would not go into the federal Treasury to be .spent 
for undetermined purposes. 

2. States without an unemployment insurance law^ would not have 

an unfair competitive advantage for their industries over the 
states which did have such a law. 

3. The states could decide what Uq^e of insurance law to enact. The 

minimum requirements set by the federal government were 
moderate, the chief of which w-ere that the law must be man- 
datory and administered through a system of public employ- 
ment offices. * 

Nation's Biisitiass, November, 1942, p. 22. 
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This bill was also received in Congress with much favor, but lack 
of affirmative action by the President prevented the enactment of the 
Wagner-Lewis Bill. It did serve, however, as a background for the 
passage of the employment security part of the Social Security Act. 

Unemployment Insurance Under the Social Security 'Act. — Un- 
employment insurance benefits were established under the Social Secu- 
rity Act to provide regular weekly payments for insured wage earners 
who are out of work. The Social Security Act in itself does not provide 
for the payment of unemployment benefits, but it does set up means and 
standards for the states to follow. The system is operated by the states 
with the federal government paying the cost of administration. The 
states’ laws follow a general pattern, though many provisions differ con- 
siderably.^^ In all states regular unemployment insurance benefits are 
paid out of a special state fund to unemployed workers who qualify 
under the state law. 

The amount of the benefit payments in most states is about half the 
worker’s regular full-time weekly pay, ranging from a minimum of $5 
up to about $15 a week. For partial unemployment most states provide 
partial benefits. These payments may continue for a certain number of 
weeks, the maximum being sixteen weeks; provided, of course, the 
worker does not obtain a job in the meantime. 

Money for unemployment insurance benefits is collected by the state 
from every employer covered by the state law, at an average rate of 
2 . 7 % of his payroll. The Social Security Act provides a federal tax on 
employers in occupations covered by the federal law to take care of the 
costs to. the federal government for administering approved state laws. 
A sample of the provisions for' unemployment compensation is shown by 
the Indiana Employment Securitv Act and the New York State Unem- 
ployment Compensation Law. 

Indiana Employment Security Act. — Contributions for unemploy- 
ment insurance under the Indiana Employment Security Act are Ijased 
upon a merit rating of employers. Rates are applied in accordance with 
the employer’s experience. If an employer has less unemployment in 
his company, he pays less to the employment security fund. There is a 
special reserve account for each employer against which are charged the 
benefits paid to eligible individuals. One-sixth of the contributions goes 
into a general pooled fund. Employers of eight or more people for 
twenty weeks in a year are covered by the Act and must contribute to 

See “Significant Provisions of State Unemployment Compensation Laws, June 1, 
194v1,’' reported in The Economic Almanac for 1943^4 by the Conference Board, p. 83, 
•etc.' .. 
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the state imemployment compensation fund. To be eligible for benefits 
under this Act, an employee must have earned $250 a year, or $50 in 
each of three quarters. After a one-week waiting period, an applicant 
who is totally unemployed is entitled to a weekly benefit rate which is 
equal to one-twenty-fifth of his high quarter’s wages. The maximum 
weekly payment may not exceed $16 a week, and the minimum may 
not be less than $5 a week. If the applicant for unemployment insurance 
is partially employed, his benefit rate is figured in the same manner as 
for a wholly unemployed individual, less the amount of the wages he is 
earning by doing part-time work. Benefits may continue for sixteen 
weeks in any one-year period, and the total amount of benefits may not 
exceed 16% of his total wages in five quarters. 


New York State Unemployment Insurance. — The New York State 
legislation for unemployment compensation provides for a pooled fund 
into which all employers pay the same rate of 3% of the payroll. The 
New York law covers employers of four or more people in fifteen days. 
There is a two-week waiting period after which an applicant is entitled 
to receive one-twenty-third of his high quarter’s wages as a weekly 
benefit rate, this amount not to exceed $18 nor to be less than $7 a week. 
Under the New Y'ork law there is no provision for benefits for those 
who are partially employed beyond the fact that wages not exceeding $3 
for seven consecutive days are disregarded. 

Merit and Experience Rating. — Much discussion is held over expe- 
rience ratings for companies, i.e., the company pays into the unemploy- 
ment compensation fund according to its record or experience in prevent- 
ing unemployment. The attempt to establish merit or experience rating 
as a basis for financing unemployment insurance has thus far been unsuc- 
cessful in the State of New York. Governor Lehman vetoed the Young- 
Wadsworth Bill in 1940, which proposed as a substitute for the uniform 
3% payroll tax, a scale of rates ranging from .5% to 3%, according to 
the employment experience of the firm. 

A group of employers in the resort hotel, needlework, building, and 
other seasonal trades have formed the Joint Conference Against Merit 
Rating for New York State Employers. Their main objection is that 
stable industries would have a reduced rate which would tend to deplete 
the imemployment insurance reserves which should be built up during 
good times. Therefore, in addition to the expense of the unemployment 
insurance being borne largely by seasonal businesses, there is also the 
problem of having a large enough financial reserve to meet postwar un- 
employment needs. ’ . 
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However, it would seem, to the author, that using both the pooled 
reserve and merit rating plans would be the best method of having em- 
ployers contribute to the unemployment compensation fund. Each com- 
pany would pay a minimum amount into the unemployment reserve pool, 
and then the experience of the company wmukl decide upon the further 
amount above the minimum to be paid by that company. It is a comln- 
nation of experience rating and a pooled reserve. 

United States Employment Service 

As another means of providing employment security the Wagner- 
Peyser Act (48 Stat. 113), passed in June, 1933, established the Lhiited 
States Employment Service (U.S.E.S.) in the Department of Labor 
under the Secretary of Labor. It authorized federal grants to the states 
to establish and maintain a system of public employment offices to help 
the worker get a job and keep a job. In 1939, the Service was trans- 
ferred to the Social Security Board and consolidated with its unemploy- 
ment compensation activities under the jurisdiction of the Federal Secu- 
rity Administrator, and later to the War Manpower Commission, 

The Act is designated to “promote and develop a national system of 
employment offices for men, w'omen, and juniors who are legally quali- 
fied to engage in gainful occupations, to maintain a veteran’s service to 
be devoted to securing employment for veterans, to maintain a farm 
placement service, to maintain a public employment service for the Dis- 
trict of Columbia, . . 

The states share proportionately, in accordance with population, the 
amounts of the annual appropriations of the United States Employment 
Service. In order to receive the benefits of the Act, the state must sub- 
mit reports giving detailed plans for carrying out the provisions of the 
Act within that state, and also reports concerning operations and expendi- 
tures directed by the head of the U.S.E.S. The Act also provides for 
a Federal Advisory Council, representing the public, the employer, and 
the employee, which formulates policies and discusses employmeiit 
policies. The tripartite nature of this Council ensures impartiality, 
neutrality, and freedom from politics in the solution of unemployment 
problems. 

T here are about 1,500 offices in all the states. In some 3,000 other 
places where there are no offices, a representative of the state employment 
service comes at regular times to receive applications for jobs, to put 
employers in touch with suitable workers for job vacancies, and to give 
other services. Approximately 8,600,000 placements had been made by 
the United States Employment Service through October, 1942. 
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Shortly after the start of World War II, President Roosevelt requested 
that the U.S.E.S. be fully operated by the federal government, and the 
separate state-operated services were transferred to federal administra- 
tion. In April, 1942, President Roosevelt created the War Manpower 
Commission which consolidated many of the Social Security Board’s 
manpower placement and training functions. These included the U.S.E.S. 
— the agency of the government to accelerate employment in war time 
and alleviate unemployment in peace times. 


Other Provisions for Relieving Unemployment 

Other provisions for economic and social .security by the government 
are public works, such as the Works Progress Administration, the Public 
Works Administration, and others to give those unemployed some gain- 
ful occupation. Also, government training services and relief agencies 
are available to the unemployed as well as the state and federal employ- 
ment offices. However, these are principally means of alleviating rather 
than preventing ^unemployment. IMuch is left for the employer to do, 
and in general he can do much to prevent insecurity and unemployment 
through company pensions and the regularization of employment. The 
prevention of unempknanent by the employer is a special contribution 
the Llnited States has made to the problem of unemployment.^-'' 

Regularization of Employment 

The regularization of employment by the management of a company 
means the planning and maintaining of a regular flow of work through- 
out the 3 'ear or year.s, particularly in the companies or departments where 
unemployment problems present themselves. 

The methods and procedures which industry can use in order to sta- 
bilize employment are : 

1. Guaranteed wages and pkfting employees on a 3 '-carly wage basis. 

2. Scheduling and spi'cading production. 

3. Dismissal compensation and layoff resei've funds. 

4. Improvement of distribution techniques. 

5. The research and development of new products for slack periods 

and the diversification or standardization of the present prod- 
uct. 

6. Budgeting labor — personnel techniques of transfer, training, etc. 

7. Union practices. 

8. Cooperation with community, state, and federal departments. 


Herman Felfim.nn, Sfabiihiitg Jobs and Wages, Harper & Bros., New York, 1940. 
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Guaranteed Wages. — A number of companies are regularizing their 
employment by guaranteeing to each employee a certain percentage of 
his wages or so many weeks’ work of pay each year. The Procter & 
Gamble Company, which has had a forty-eight-weeks-per-year guar- 
antee of employment for many years, studied the problem of seasonal 
employment, and agreed that the fluctuation in the demand for their 
product was largely due to the distribution methods and the speculative 
purchases of the wholesalers. By selling directly to dealers, the irregular 


REVISED 

Guarantee of Regular Employment 

1. The follawing provisions constitute tlie jJan known as The Procter & Gamble Guarantee 
of Regular Employment and will apply at such factories of The Procter it Gamble Com- 
pany, The Procter & Gamble Manufacturing Company and the Procter & Gamble 
Company of Canada, Ltd., as have been duly notified in writing of their inclusion in said 
plan by order of the Board of Directors of The Procter & Gamble Company. 

2. This plan supersedes all former plans for guarantee of regular employment and will 
become effective .‘\pril IS, 1941, and thereafter will be the only plan in effect, until termi- 
nated, modified, or withdrawn as hereinafter provided. 

3. To the employees located at such factories as above stated whose pay is computed on an 
hourly rate, and who have had at least twenty-four (24) consecutive months of employ- 
ment immediately preceding the application of this plan to their employment, the under- 
signed Company hereby guarantees regular employment for not less than forty-eight (48) 
weeks (or its time equivalent) in each calendar year less only time lost by reason of 
holiday closings, vacation with pay, disability due to sickness or injury, voluntary absence, 
or due to fires. Hoods, strikes, or other emergency w-hether like the foregoing or not, and 
subject to the following provisions: 

a. Regular employment shall be understood to mean employment for not less than the 
hour week established from time to time by the Company as the standard hour week 
at each of its factories. 

b. When an employee first conies under this guarantee after January 1 of any calendar 
year, the Company guarantees to him under the terms and provisions outlined herein 
that he shall not be unemployed in e.veess of four (4) weeks (or its time equivalent), 
plus time lost for reasons herein stated, during the remainder of the calendar year. 

c. The Company reserves the right under the guarantee to transfer any employee to 
work other than that at \vhich he is regularly employed, and to compensate, him for 
the same in accordance with the wage rate which prevails for the work to which he 
has been transferred. 

d. Upon authorization from the Board of Directors and without changing the established 
hour week, the boitr.s of work for employees coming within the terms of thi.s guarantee 
may be limited to 75% of the established hour week less lime lost for reasons stated 
above, whenever in the opinion of the Board of Directors such action seems justified. 

e. Any individual hired to replace an employee leaving for military service or training, 
or for other services made necessary by a -national emergency, shall be con.sidered a 
touporary employee .and he shall be so informed at the time of his employment. The 
Company ivill not consider such an employee within this guarantee. If at a later date 
subsequent to his employment conditions should warrant it, wdthin tlie .sole discretion 
of the Company, he may be informed that he is then eligible for this guarantee in 
accordance with the terms of this pl:in. 

f. The right to discharge any employee at any time is reserved to the Company employing 
such employee, 

4. This guarantee of employment has been established becau.se the Company believes it to be 
Mund business practice and a desirable protection for its employees. It is the intent of the 
Company to maintain it, but the Company must and does reserve the unqualified right, to 
be e.\ercised at its sole di.scretion, to withdraw this guarantee at any of its factories, or 
to terminate or to modify this guarantee at any time. - 

THE PROCTER & GAMBLE COAIPANY 

April 15, 1941 


Fig:nre 69. Guarantee of Employment to Procter & Gamble Employees 
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demand disappeared somewhat. The company now estimates the sales 
for the ensuing year and bases production upon these figures. The fluc- 
tuation in orders is taken care of by storage. The Procter & Gamble 
Company maintains the employment guarantee with its profit-sharing 
stockholder employees shown in Figure 69. 

Lhicler the General Motors plan to maintain wage payments at a year- 
round level, any employee having five years’ employment who works 
less than twenty-four hours in a week or earns less than his standard 
weekly wage is entitled to receive from the company an advance which 
will bring his earnings up to 60% of his standard weekly wage. These 
advances must be returned by the employee when in future weeks he 
earns more than 60% of his standard weekly wage. For employees who 
have been with the company for less than five years, the advances which 
may be had are limited to seventy-two hours’ pay and are of an amount 
that will bring the employees’ earnings iip to 40% of their standard 
weekly wage, should they have worked less than sixteen hours in a week. 

This conservative plan was somewhat modified in 1940 as a result of 
one year’s experience. Provision was made for automatic cancellation 
of any advance remaining unearned or unrepaid three years after the 
advance was made. Limitations were added to the plan to the effect that 
it would not be available to those over age 64 because they were close to 
retirement and that not more than 360 hours’ pay shall be outstanding 
in advances to any one employee. 

In July, 1935, the Nunn-Bush Shoe Company inaugurated a ‘'fifty- 
two-pay-check-a-year” plan as a method of stabilizing the incomes of its 
employees. This plan was based on the company’s experience over a 
period of ten years. It was found that the cost of labor constituted 20% 
of the cost of production. On the basis of this, a group salary fund of 
20% of the next 3 ''ear’s estimated production is established. This is 
divided into fifty-two equal pay checks for each employee. Differentials 
in pay exist according to the employees’ ability. This plan tends to 
make the employees a group working for a share of the production. 

The employer protects himself with certain safety features in the 
plan : 

1 . The plan does not guarantee any minimum wage. All it promises 

to pay is 20% of the cost of production for labor. 

2. The plan is not available to all Nunn-Bush employees, but is lim- 

ited to Class A employees. However, about 90%^ to 95% of 

the employees are in that classification. 

3. Should there be a serious depression, the yearly incomes of the 

workers may be reestimated. 
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The management of the William Wrigley, Jr., Company asserted as 
early as 1934 its belief that a company should accept the responsibility 
of its employees’ employment security in poor times as well as in good 
times. Accordingly, it established a plan of “employment assurance” 
which provides that an employee will receive a certain percentage of his 
base pay during layoff periods. The amount of this layoff pay is based 
upon the amount of the employee’s base pay, and the duration of the 
layoff pay is determined by the employee’s length of service with the 
company. 

George A. Hormel & Company guarantees wages to all of its employ- 
ees on a fifty-two week pay basis. The volume of production and the 
amount to be budgeted to each department are estimated as accurately 
as possible at the beginning of each fiscal year. Each employee’s weekly 
pay is based upon the number of working hours, men, and wages that 
have been calculated as necessary for completing the proposed work. If 
work is slack, the unearned wages received by the employee are charged 
against some work he may have in the future over and above the quota 
established for his department. Should an employee produce more work 
than was scheduled for him, he receives a bonus. A joint earnings plan 
has also been established, under which the employees receive a portion 
of the profits along with the stockholders. 

This plan of wage payment was elected by the Hormel employees and 
is incorporated in a labor agreement with a C.I.O. local union. The 
workers may cancel the plan at any time, but the management cannot 
discontinue it until the end of a fiscal year, and then only after it has 
given a thirty-day notice. 

Should the production of a whole department decrease, an employee 
may not be discharged until he has been given a whole year’s notice. 
Usually such workers are transferred and placed in the Extra Gang, 
doing temporary work in various departments. 

Fifty-two Aveeks of wmrk have been guaranteed to the employees of 
the Nainm Department Store who have over five years of service. This 
guarantee is gradually reduced to forty weeks for employees having only 
one year of service. 

Scheduling and Spreading Production, — In order to prevent lay- 
offs, many companies schedule production so that the working force 
varies the least possible amount. The Eastman Kodak Company found 
that it could maintain a standard production throughout the year by pro- 
ducing for stock when sales were low. Figure 70^*' shows how employ- 
ment remained constant while sales varied throughout the year at the 


^“ See Conference Board, Management Record, February, 1939, p. 23. 
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Figure 70. Chart of Sales, Production, and Employment Stabilization in 
Eastman Kodak Company. Actual data — ^based on three years: 1934, 1935, 
1936. Average for year = 100. 

(National Industrial Conference Board, Management Record, 

Februaiy, 1939, p. 23.) 




Figure 71. Stabilization of Production on Product B in Eastman Kodak 
Company 

(M. B. Folsom, “Stabilization of Employment awl Income,” Management Record, 
New York, National Industrial Conference Board, February, 1939, p. 21.) 
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Kodak Park Plant. Figure 71 shows the manufacture of one product, 
B, for which production was put in stock at periods of low sale so that 
uniform production could be maintained throughout the year. 

When it is actually necessary to decrease employment, many com- 
panies spread production to provide as much work as possible for all 
of the employees, instead of laying oflf a portion of the working force. 
For example, if there is only enough employment for everybody on 
the payroll for four days, they will keep all of them on for those 
days instead of giving a full week’s work to a few and laying off the 
rest. 

In many companies the first step is to decrease the average week 
from forty-eight hours in six days to forty hours in five days, which 
gives the workers extra leisure time for recreation and enjoyment with 
their families and fellow workers off the job. One of the early propo- 
nents of the five-day week was Henry Ford, who announced its estab- 
lishment in his factories in 1926; the labor unions, particularly the 
American Federation of Labor, and the Jewish organizations, whose 
Sabbath falls on Saturday, also favored this plan. In addition to regu- 
larizing employment, preventing unemployment, increasing the workers’ 
efficiency and production, “decreasing overproduction,” and generally 
putting industry on a sounder basis, President Green of the A. F. of L. 
contends that a thirty-hour week has even broader connotations ; the 
resulting increased purchasing power would make for a higher standard 
of living as would the increased leisure time which would allow workers 
time for recreation and self-improvement. 

The National Association of Manufacturers has shown strong oppo- 
sition to the idea and issued a pocket manual with the following chief 
objections: increased cost of living, increased wages by more than 15%, 
decreased production, and the fact that it is industrially impractical. 

Dismissal Compensation. — Dismissal compensation is another 
means of reducing the heavy burden upon an employee who is laid off 
or dismissed because of the improvement of machinery or methods or 
because of reduction of work. Hawkins has made a number of studies 
of dismissal compensation. In a study of a number of companies, he 
found that practice varied from standard dismissal procedure in some 
companies to small notice payments in others, with the average at 
$148.54 per employee. 

p. 21. 

4® See W. r. Reuther’s 30-Hour-Week Plan, mentioned in New York Times, March 
17 i 1944, 

_ For an exedient de-scription of dismissal compensation, see Everett Hawkins, Dis- 
vnssal Compensation, Princeton, N. J., Princeton University Press, 1940. 
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,A Conference Board study showed that under graduated dismissal 
compensation j^lans (i.e., the amount of payment is based upon length 
of service) the average amount of dismissal compensation per discharged 
employee was $476 in 1941. 

Distribution Policies. — Feldman emphasizes that first place should 
be given to distribution policies in preventing unemployment in the com- 
pany, because most of the other methods of steadying work are simplified 
when a degree of control is achieved over demand.-^ The content of 
distribution studies is given by Feldman as follows : 


Distribution Research 

Carefully analyzing past records and present conditions in order 
to arrive at accurate estimates of the probable demand for the en- 
suing year. 

Investigating the causes of seasonal peaks of demand. 

Studying the possibilities of developing new uses for the products 
made, so that the purchase of these products may be stimulated dur- 
ing times of customary slack demand. 

Seeking out new markets at home and abroad having different 
seasons, so that these outlets may allow for more regular production. 
Developing a long-time export policy with this end in view. 

Attempting to forecast changes in business, by detailed studies 
of intraorganization statistics and those of outside economic con- 
ditions. 

Planning against business depressions by discovering new outlets 
for goods, by developing new items capable of stimulating demand, 
or by other expedients. 

Diagnosing noncyclical changes of long-time trend and adapting 
the business to the conditions. 

Diversifying the Output 

Adding side lines, fillers, and new products which may be manu- 
factured at times dififei’ent from the production periods of the main 
line, thus filling in the customary idle time of men, plant, and equip- 
ment. 

Reducing Excessive Variations of the Same Product 

Simplifying the regular lines of products by eliminating unneces- 
sary variations and changes. (When a firm is producing an exces- 
sive number of variations of a product, all having the same seasonal 

^“‘‘Dismissal Compensation,” Studies in Personnel Policy, No. 50, New York, Na- 
tional Industrial Conference Board, Inc., 1943, tt t- u 

For an oiit.star.ding di.scussion on stabilizing employment, see, Herman Feldman, 
Stabilizing Jobs and Wages, Slew York, Harper & Bros., 1940. 

Ibid., pg. 22-23. 


PERSONNEL RELATIONS 


1 Ch. 20 


462 

peak, manufacture is reduced to small lots. Production for stock 
becomes uneconomical and discontinuity of work more likely.) 

Modifying the Extremes of Style Changes 

Finding practical means of reducing the style hazard in the shoe 
industry, in clothing and other stylebound trades, thus making manu- 
facture in advance of the period of peak demand possible. 

Getting the Consumer to Buy More Regularly 

Removing the obstacles which prevent the conscientious consumer 
from buying during times of normal slack demand. 

Stimulating oft’-season demand by advertising, by price reduc- 
tions, and intensified sales activity. 

Enlisting the aid of consumer organizations. 

Securing Orders Well in Advance of Need from the Dealers 

Establishing relationships with the local dealers leading to their 
placing orders well in advance of the season, so that production may 
be begun earlier in the factory. 

Developing special retail outlets, such as chain stores, stock own- 
ership in firm by retailers, and other aids to stable distribution. 

Developing Long-Range Policies of Business Expansion 

Using a long-range plan of expansion as a basis for determining 
‘ whether or not it is desirable for the firm to increase its plant, equip- 
ment, and personnel when a sudden rush of business occurs, so that 
extreme fluctuations between one year and the next may be avoided. 

Coordinating Sales, Production, and Other Factors Through Scien- 
tific Sales Planning 

Combining the various sales policies and production requirements 
into a master sales plan controlling all the operations of the business 
for the period of a year, and spreading out the work as equally over 
the months as the conditions allow. 

Working out , scientifically the means by which this master sales 
plan may be realized in practice, except for modifications forced by 
current developments. 

Development of New Products. — Some companies have also carried 
on research and developed new products for slack periods. A specific 
example of coordination of winter and summer work is shown by the 
ice and coal companies. The addition of sidelines which permit high pro- 
duction of those products during slack periods for the regular products 
has been the difference between success and failure for many companies. 
This may involve not only diversification of the product, but also, in 
many cases, the standardization of the present product, where many 
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styles and models have been reduced to a minimum. Some companies in 
investigating their products found that they were losing more on 20% 
of their products than they were making on 40% of their other regular 
products. It depends upon the company and its products and the ramifi- 
cations of its sales as to whether diversification or standardization is the 
more important. 


Budgeting Labor. — Budgeting labor as far in advance as possible 
by a centralized personnel department, in conjunction with transferring 
employees from one department to another, and the training of employees 
for more than one job have also aided in alleviating unemployment. The 
Ford Company has emphasized part-time farming in slack periods of 
employment. 

The personnel department of a company has a large responsibility in 
regard to the regularization of employment. When work is slack in one 
branch of the company, it may fall upon the personnel department to 
transfer employees into departments which need or can use them, or to 
help the laid-off workers in obtaining employment in another company 
if such is not available in their own concern. The employment process 
in this case is reversed : the employment department acts as an agency 
for placing men in other departments or companies instead of employing 
them. This has been particularly true during a depression when the 
personnel department has been called upon to develop a wise process of 
laying off employees, to develop such extra jobs as cleaning up the plant, 
and to provide the means for taking care of the faithful and worthy 
workers who have been laid off by the company. 

In the laying-off process the employees whose seniority and perform- 
ances are lowest are laid off first. If a depression reaches the stage where 
many of the excellent employees of long service are laid off, as was the 
case in 1930 through 1934, some companies provide them with subsist- 
ence until business conditions improve and empIo 3 unent is again offered 
by the company. This proves to be worth while and, in many cases, 
develops in those employees a lasting loyalty for the company. 


Union Practices. — Organized labor unions also assist with employ- 
ment by maintaining seniority rights of older employees, assisting with 
the employment of their members, training its apprentices, reduction of 
hours, the five-day week, and by maintaining unemployment insurance 
or relief funds. 

Cooperation with Community, State, and Federal Departments. 
— In many instances communities assist with unemployment problems 
by means of financial help to those in need, the development of odd jobs, 


PERSONNEL RELATIONS 


[Ch. 20 


464 

speeding up of public works, and the increasing of the usefulness of 
city and state employment agencies. They also try to ascertain the extent 
of employment, budget public works for slack periods, increase voca- 
tional education, and make comprehensive surveys of the social effect 
of unemployment. 

The City of Cincinnati was an outstanding example of community aid 
in unemployment. City Manager Colonel C. O. Sherrill fostered the 
organization of a Citizens’ Committee on Stabilizing Employment with 
subcommittees which handled special problems, such as relief, contin- 
uous employment, temporary employment, public works, cooperation of 
agencies, fact finding, publicity, and education. As a result, 'public works 
were put into execution, state and city employment agencies were 
“pepped up,” and cooperation from industrial concerns was actively 
sought in laying off fewer men than they had planned on or in retaining 
all or nearly all on a part-time basis. Moreover, odd jobs in the city 
institutions were given to worthy men with families, the money coming 
from a special fund made up jointly by the committee and the community 
chest. The city’s relief allowance, which would have been $100,000 or 
more during that winter, was reduced to less than $50,000. 

All these methods of regularizing employment of a company also 
point to a new humanism in industry, which has been long hoped for and 
which will greatly reward companies that give such consideration to their 
employees. 

Also see, especially, Employment Rcgtilarisatiou, National Association of Manu- 
facturers, New York City, 1940; Reconversion and Re-etnploymcnt Problems of American 
Corporations, December, 194.'?; Problems of the Transition to Peace, 1943, and other 
bulletins prepared by the N.A.M. on postwar problems. 


CHAPTER 21 


GOVERNMENTAL AGENCIES COOPERATING 
IN PERSONNEL RELATIONS 

Modern industry is geared to mass production where personal con- 
tact between employer and employee is limited. In many cases it is 
impossible for an employer to call by name or even know by sight the 
men who work for him, nor can an individual air his grievances to and 
get satisfaction from his chief executive. 

Instead, the technique of collective bargaining has developed whereby 
employees can, as a group, have their difficulties brought to the atten- 
tion of management. However, the inachinety of collective bargaining 
could be corrupted by the tactics of some unscrupulous managers and 
labor leaders, whose interests may not concern the welfare of the worker. 
Although anti-union employers and revolutionary unions are rare, some 
few may be seeking more power by trying to tear down unions or to 
usurp some of management’s prerogatives. 

It is because of this “terrible tenth” of unprincipled employers and 
labor leaders that it has been necessary for the government to create 
agencies to cooperate with or regulate personnel relations. Many of 
these are coordinated in the Department of Labor. The Conciliation 
.Service mediates labor-management disputes. The National Labor Rela- 
tions Act guarantees labor’s right to organize and bargain collectively. 
The Wage and Hour Bill delineates minimum wages and maximum 
hours, with a standard bonus for overtime work. The Walsh-Healy Act 
assures fair dealings on government contracts, and so on. As these 
agencies set standards to which both management and labor must con- 
form, everyone who has amthing to do with personnel relations should 
be familiar with them. 

Department of Labor 

On March 4, 1913, Pre.sident Taft signed the bill creating the United 
States Department of Labor. Before that time, federal interest in labor 
affairs had been somewhat desultory and uncoordinated. Because work- 
ers were clamoring to have their conditions investigated, some of the 
states established labor bureaus. Massachusetts was the first to do this in 

465 


PERSONNEL RELATIONS 


[Ch. 21 


466 

1869. Wisconsin was the first to establish an industrial commission 
(1911) to coordinate the governmental labor activities within the 
state. 

Early governmental activities in the interests of labor had been inci- 
dental to other factors. They dealt with safety in the operation of rail- 
roads, welfare of American seamen and miners, workmen’s compensa- 
tion, and the regulation of the work of women and children. Organized 
labor was not satisfied with the haphazard labor laws and demanded a 
coordination of federal labor activities and a voice in the President’s 
council. In 1913 labor was given a Department of Labor in the govern- 
ment and a Secretary in the President’s Cabinet. This Department em- 
braced several previous governmental functions having to do with labor. 
The purpose of this agency was declared to be “to foster, promote, and 
develop the welfare of the wage earners of the United Slates, and to 
advance their opportunities for profitable employment.” The Secretary 
of Labor was given power “to act as mediator and to appoint commis- 
sioners of conciliation in labor disputes whenever in his judgment the 
interests of industrial peace may require it to be done.” 

The new Department was left to a great extent to find its own realm 
of endeavor and scope of operations with but an occasional guiding ges- 
ture by Congress. Some of the activities suggested were : 

1. Maintenance of industrial peace. 

2. Gathering of data useful to workers and legislators. 

3. Promotion of safety work. 

4. Reduction of unemployment. 

5. Careful watch over work done for the government. 

These objectives were kept in mind as the program of the Department 
developed. 

The Department of Labor had been organized for just four years 
when the United States entered World War 1. Coordination of indus- 
trial activity on a war basis and a definite national labor policy became 
essential. Several special agencies were set up to handle specific prob- 
lems arising from the war. The Department of Labor evolved into a 
War Labor Administration, composed of thirteen separate bureaus and 
services and two functional boards. Some of these agencies were scarcely 
organized when they were disbanded at the end of the war. Because of 
these governmental wartime activities, the responsibility of the nation 
toward its producers became generally accepted. 

The activities of the Department of Labor are handled by the Con- 
ciliation Service, the Bureau of Labor Statistics,^ the Division of Labor 
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Standards, 1 the Wage and Hour Division, the Public Contracts Division,^ 
the Women’s Bureau,^ and the Children’s Bureau.^ 

United States Conciliation Service 

Since 1913 the primary function of the Conciliation Service of the 
United States Department of Labor has been to promote and maintain 
harmonious relations between management and labor. 

The staff of the Service consists of more than 100 trained specialists 
in the field of mediation and conciliation. When information about 
strikes or lockouts or threatened difficulties comes to the attention of the 
Department, a commissioner of conciliation, or conciliator, is immediately 
sent to handle the situation. As conciliators are on call twenty-four hours 
a day, seven days a week, it is almost always possible for one of them 
to get to the scene of a dispute within twelve hours of receipt of notice. 

The method of conciliation is of the round-table conference type. 
The conciliator attempts first to see each side separately, to get a state- 
ment of the issues from both sides, and to clear these issues of all mat- 
ters that are not pertinent. He also strives to reduce and resolve personal 
irritations and to establish an atmosphere of reasonableness and good 
will so important to the satisfactory settlement of any controversy. 

In 1940 there was a definite shift in emphasis in the work of the Con- 
ciliation Service from remedial conciliation to preventive conciliation. 
This was evident from a survey made of more than 1,200 agreements in 
the files of the Service, which disclosed that over 60% of these agree- 
ments contained voluntary provisions for arbitration of controversies 
during the lifetime of the agreement. Where no arbitrator is designated, 
agreements frequently provide that the Secretary of Labor or the Con- 
ciliation Service shall, upon request, designate an arbitrator. Of all the 
threatened strikes and lockouts which were originally brought to the 
attention of the Conciliation Service in 1940, less than 10 per cent sub- 
sequently developed into stoppages. This practical concept of preventive 
conciliation is a positive contribution to industrial peace. 

At the beginning of 1942, John R. Steelman, head of the Conciliation 
Service, reported the following facts and figures: During the twenty- 
nine years of its existence, the Conciliation Service had brought its vol- 
untary methods of conciliation and arbitration to more than 36,000 sit- 
uations “ involving more than twenty-eight million persons. During 


^ P'or description of activities of these agencies see Labor Relations Reporter 14 L.R.R. 
S49. 

‘-John R. Steelman, “Give and Take in Bargaining on Wages,” Advanced Manage- 
ment, New York, The Society for the Advancement of Management, January-March, 
1942, Vol. VII, No. 1, p. 40. 
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1941, the Service disposed of 6,676 situations directly involving more 
than 4,625,000 workers. Of these situations, 4,725 were actual labor dis- 
putes, and over 90% were satisfactorily disposed of by the Conciliation 
Service. The others, numbering about 318, were referred to other agen- 
cies such as the National Defense Mediation Board, the National Labor 
Relations Board, and other federal and state agencies. 

In all instances, the commissioners of conciliation who handled these 
cases were chosen for their knowledge and experience in the field of 
labor-management relations. They were stationed, in so far as was pos- 
sible, in the important industrial and commercial centers. These commis- 
sioners worked on all types of cases : strikes, lockouts, threatened strikes, 
controversies, and sundry disputes. They came in on a case when re- 
quested by a representative of labor, management, or some public repre- 
sentative. When it was believed to be in the public interest, the Service 
offered its assistance without a request. 

In 1940, 1941 and later, strikes resulted from labor unrest Increased 
production for defense, the war, and to fill Lend-Lease requirements 
provided the great expansion of production. Also, union membership 
was expanding as a result of aggressive organizing campaigns by the 
C.I.O. and the A. F. of L., causing some jurisdictional disputes in a 
number of industries. Some employers also took advantage of the war 
situation. The industrial relations difficulties in such critical times made 
it necessary for the government to create an emergency board to handle 
the disputes between employers and unions in defense industries. 

National Defense Mediation Board 

The National Defense Mediation Board was created on March 19, 
1941 by Executive Order. Of the eleven men on this board, three were 
members representing the public, four represented employees, and four 
represented employers. The Board acted in an industrial dispute after 
the case had been certified to it by the Secretary of Labor, after the Con- 
ciliation Service had not adjusted the situation, or when it seemed that 
a threatened strike could be averted when handled by the National De- 
fense Mediation Board. 

The Board was not a judicial body, but rather it aimed to assist labor 
and management to settle their difficulties amicably. The order authorized 
the Board : 

1. To assist in the negotiation of agreements. 

2 . To afford a means of voluntary arbitration. 

3. To assist in establishing means of settling future disputes. 
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4. To use all resources for fact-finding in any given dispute or con- 

troversy. 

5. To call upon the National Labor Relations Board to determine 

the appropriate collective bargaining unit for workers. 

Although the National Defense Mediation Board claimed to deal with 
each case on its own merit and not let precedent guide its decisions, on 
several issues it seemed to develop certain policies. For instance, on the 
closed-shop question, at first it seemed that the N.D.M.B. would not rec- 
ommend an employer’s granting a closed shop. Then on a split vote, 
they did recommend a closed shop in the Bethlehem case, which grew 
out of a strike of machinists in Pacific Coast shipyards. Although this 
was not supposed to set a precedent, the Board seemed to favor the 
maintenance-of-membership clause. The N.D.M.B. also recommended 
new contract clauses, providing for a definite term of contract and speci- 
fying the steps for continuing contractual relationship while in the 
process of negotiating. All of the general recommendations of the Board 
— wages, 110 -strike, no-lockout clauses, etc. — were primarily aimed at 
nonstoppage of work and at keeping production up. 

The N.D.M.B. ceased to function effectively in November, 1941, 
when the C.LO.’s representatives resigned in protest against the Board’s 
refusal to grant the union shop demand of the mine workers’ union in 
the “captive” coal mines owned by steel corporations. This decision was 
later reversed by a special presidential arbitration board. 

National War Labor Board 

After the United States entered World War 11, the National Defense 
Mediation Board was absorbed and superseded by the National War 
Labor Board by Executive Order 9017 on January 12, 1942. 

The National War Labor Board was set up as a wartime emergency 
administrative agency to make decisions in labor disputes which could 
not be settled by conciliation or voluntary arbitration. The wartime 
urgency for the highest possible production made it necessary to create 
some agency to settle labor disputes finally and thus maintain the maxi- 
mum production. 

The War Labor Board was created as the result of a joint labcr- 
industry conference called by President Roosevelt in December, 1941, 
shortly after the attack on Pearl Elarbor. Although this conference 
agreed on the techniques which might be adopted to settle labor contro- 
versies, they became deadlocked on the question as to whether or not 
the closed shop should be a subject for mediation or arbitration by any 
board which might be set up. Finally, the President broke the deadlock 
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by accepting the following three principles as an “agreement” of the joint 
conference: (1) there shall be no strikes or lockouts; (2) all labor dis- 
putes shall be settled peacefully; and (3) a War Labor Board shall be 
created to handle labor controversies. Increased authority, to cover all 
industries and all employees, was given to the Board on October 3, 1942, 
in Executive Order 9250, issued to carry out the Anti-Inflation Act of 
Congress of October 2. The President’s “Hold the line” Order 9328 of 
April 8, 1943, and subsequent directives issued under that order by the 
then Director of Economic Stabilization altered the Board's wage powers 
to increases to correct for substandards of living, to the “Little Steel” 
formula, and for minor increases due to promotions, reclassifications, 
and the like. In May, 1943, the Director clarified this order, and the 
Board revised its wage policy. 

The experience of the National Defense Mediation Board showed that 
it had been ineffective because it lacked the power to make final deci- 
sions in labor disputes. Therefore, the War Labor Board was set up 
as a “Supreme Court for Labor Disputes.” The Board at first had no 
legislative authority and no powers of compulsory process or enforce- 
ment. For the enforcement of its decisions it depended upon patriotic 
cooperation, public opinion, the support of the Director of Economic Stab- 
ilization, and the support of the President which carried behind it the 
full enforcement power of the Army and Navy. 

A dispute usually took the following course before reaching the War 
Labor Board: (1) negotiation between the parties according to collective 
bargaining procedures; (2) conciliation before the United States Con- 
ciliation Service; and/or (3) appearance before some other govern- 
mental agency (such as the Railway Labor Board, the National Labor 
Relations Board, etc.) where such was previously set up to handle dis- 
putes. The War Labor Board endeavored not to act in disputes for 
which other procedures for adjustment had been successful in arriving 
at a satisfactory settlement of that dispute. In the event that such agen- 
cies were not successful in settling the dispute, the case was certified 
to the War Labor Board by the Secretary of Labor. This certification 
was not absolutely necessary as the War Labor Board could take juris- 
diction over a case on its own initiative. 

The twelve-man Board, appointed by the President, had equal repre- 
sentation of the public, labor, and industry. The tripartite character of 
the Board was considered to be advantageous because the presence of 
labor and management members insured that the facts of both sides were 
presented. The major function of Board members and alternates was to 
decide disputes not settled by panels. A large number of the disputes 
which were certified to the Board was settled by these panels. In the first 
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year and a half of the National War Labor Board’s existence, it disposed 
of 863 labor disputes involving 3,115,200 workers in addition to its rul- 
ings on voluntary wage and salary cases and arbitration cases. 

Board decisions were by majority vote. Written opinions generally 
accompanied important decisions, but all decisions resulted in a Directive 
Order summarizing the basis of settlement ordered by the Board. 

Although the Board itself did not mediate, it at first set up the follow- 
ing subordinate agencies for that purpose: tripartite panels, which were 
equally represented by public, labor, and industry; special investigators 
—either permanent investigators in the Board’s employ or investigators 
chosen from prepared lists for particular cases ; and a staff of “trouble- 
shooters,” who were sent to plants where trouble was beginning and 
there was a definite undercurrent of labor unrest. 

In addition to these, the War Labor Board had an administrative staff 
and liaison officers for contact with other governmental agencies. 

To handle the added volume of cases under the Board’s new wage 
and salary powers, given it by the Act of October 2, 1942, twelve regional 
offices were established. The cooperation of the Wage and Hour Divi- 
sion of the Department of Labor was also enlisted, through which ap- 
plications for wage adjustments were made. Tripartite commissions were 
set up in a number of industries, such as shipbuilding, lumber, and truck- 
ing, with power to make certain final decisions subject to appeal or re- 
view by the Board. The Board set up rules of organization and pro- 
cedure.^ 

Procedure Before the Board. — ^The procedure of the Board was in- 
formal and flexible. After the Board had taken cognizance of a case, 
either on its own initiative or after certification by the United States 
Department of Labor, the case was either submitted to mediation before 
a tripartite mediation panel or a mediator was sent to the scene of the 
dispute. If a settlement could not be reached by mediation, the parties to 
the dispute were invited to submit to voluntai'y arbitration. If this was 
refused, the case went before a panel and the Board for final determina- 
tion. 

The work of the tripartite panels started with their informing the 
parties to the dispute of the date of the hearing and instructing them to 
submit a preliminary written statement clarifying the issues and inform- 
ing the panel members of the nature and history of the dispute. At the 
hearing, which was open only to those concerned, each party made a 
statement of his position. If no decision was reached on the basis of the 

'* Sec National War Labor Board, Rules of Organisation and Procedure, Wasliinffton, 
D. C., Division of Public Information, December, 1943. Also, Months Report of the 
Board. 
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statements made by the parties, voluntary arbitration was urged instead 
of sending the case to the full Board. If the case was not settled by 
arbitration, the panel had to make findings of fact and submit a recom- 
mendation to the Board. The fact-finding process was done in several 
ways; (1) the parties might have agreed on a statement of fact; (2) 
the parties might have been asked to submit data or information in 
writing; (3) the panel might have a hearing; or (4) the panel might 
have appointed an investigator, or even an examiner, to investigate the 
facts, hold a hearing, and submit a report back to the panel. 

If the parties accepted the panel findings and recommendations, the 
case terminated at that point. The Board usually accepted the panel’s 
recommendations and issued a Directive Order based upon them, if the 
panel members were unanimous. If they were not in accord, the Board 
could call a public hearing and issue a decision and order based upon 
the hearing and the panel findings and recommendations. In cases where 
the panel members were not in complete agreement as to the recom- 
mendations to be made, the dissenting members could submit their sepa- 
rate views with reasons and arguments substantiated by reference to 
data and evidence made a part of the record. 

When no voluntary agreement could be reached in the panel meetings, 
the tripartite panel became a committee which formulated and recom- 
mended ternas of settlement to the Board. ’Because of this, it should be 
stressed that the panel recommendations were very important, since if 
they were unanimous the Board usually gave them only a very casual 
review before passing them. Of course, in all cases the panel recom- 
mendations had to be compatible with the Board’s policies. 

Precedents Set by the Board."* — The decisions of the Board did set 
precedents, yet the patterns that were established were flexible, to be 
adapted to individual cases. It might be said that the Board's policies 
developed as an evolution of a series of decisions determined by a ma- 
jority of the Board voting in specific cases. 

The order which the Board gave in the “Little Steel” case on wages 
in July, 1942, established a formula for wage adjustments. This order 
said that general increases might be granted which did not exceed the 
wage level of January 1, 1941 by more than 15%. Fifteen per cent was 
recognized as the average increase in the cost of living between January, 
1941, and June, 1942.'* 

Besides the “Little Steel” formula, the Board’s wage policy included; 

See National Labor Relations Board, W.L.B. — What It Is — How It Operates, Wa.sh- 
ington, D. C., Division of Public Information, December, 1943. Also, Monthly Reports 
of the Board. 

5 See “Little Steel” decision formula on wages in Chapter 4 on Wages. 
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gross inequalities between plants might be corrected by “tested and 
going rates” for the job in the same labor market area; wage inequali- 
ties within plants could be corrected within the general level of wages ; 
substandard wages might be corrected ; in rare and unusual cases wages 
could be increased where critical war production could not otherwise be 
obtained; and other adjustments could be made such as shift bonuses, 
vacation pay, and premium pay for overtime. 

As a compromise of the controversial closed or union shop and the 
open shop, the Board developed the maintenance of membership includ- 
ing a fifteen-day “escape clause” and nonintimidation or coercion into 
union membership. 

In cases of union jurisdictional disputes, the public and industry mem- 
bers permitted the union members to try to arrive at an agreement. If 
the union members could not come to an agreement, the War Labor 
Board could participate when a union, established as a collective bar- 
gaining agency by the National Labor Relations Board, was challenged 
or in dispute with another union. 

The Board encouraged and urged the prompt settlement of griev- 
ances, and in a number of cases directed that parties choose an arbitra- 
tor, impartial umpire, or chairman to determine grievances finally. 

. Equalities in wages between men and w?omeii, Negroes and Whites, 
for equal work were ordered by the Board. Emphasis was also placed 
on the maintenance of collective bargaining relations and sanctity of 
contract, by the Board. 

xAlthough the President confirmed and strengthened the policies of 
the War Labor Board from time to time, there was constant pressure 
for changing them. In June, 1943, the War Labor Disputes Act (Smith- 
Connally Anti-Strike Bill) was passed, reaffirming powers of the Na- 
tional War Labor Board. The purpose of the bill was to further war 
production and to prevent labor stoppages. It established the power of 
the President to take possession of plants whenever there was an inter- 
ference of production vital to the war effort. It provided that terms of 
employment in government-operated plants should be the same as they 
were at the time of government seizure. How'ever, application could be 
made to the National War Labor Board for changes in wages, hours, 
and working conditions. It outlined the functions and duties of the War 
Labor Board in the event of threatened interruptions of war production 
and provided for a secret ballot on the strike question after clearly out- 
lining the issues being disputed. This bill strengthened the War Labor 
Board and its rulings during the coal mine disputes in 1943, when John 

® For description and discussions of maintenance of membership, see Chapters 2 and 3, 
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L. Lewis, president of the U. M. W., refused to recognize the Board’s 
orders. Then, in late 1943, the President acted as arbitrator above the 
Board in railroad disputes and gave the steel worker retroactivity over 
the Board’s decision. 

However, the National War Labor Board had much effect upon the 
stabilization of wages," the settlement of wage cases, and keeping pro- 
duction going and increasing it during the war as well as a lasting effect 
upon personnel policies, such as the tripartite representation in the settle ■ 
ment of labor disputes, the maintenance of membership, the development 
of “tested and going” wage rates and brackets, the correction and elimi- 
nation of wage inequalities within a plant, and other wage policies and 
data. 


Economic Stabilization Policy 

Because increased wartime production and labor shortage brought 
an upward spiral of prices and wages, Executive Order 9250 created the 
Office of Economic Stabilization in the Office for Emergency Manage- 
ment for the purpose of stabilizing living cost by wage and price control 
in an effort to control and prevent inflation. President Roosevelt ap- 
pointed James F. Byrnes (formerly Associate Justice of the United 
States Supreme Court) as Director of Economic Stabilization with con- 
trol over “civilian purchasing power, prices, rents, wages, salaries, prof- 
its, rationing, subsidies, and all related matters.” The Economic Stabili- 
zation Board was established to consult with and advise the Economic 
Stabilization Director on matters of policy. 

Jurisdiction for the determining of wage adjustments was placed with 
the following agencies : 

1. Secretary of Agriculture — agricultural workers earning under 

$2,400 a year. 

2. National War Labor Board 

(a) All wages, i.e., compensation computed on an hourly, daily, 

piecework, or other comparable basis. 

(b) All salaries, i.e., compensation computed on a weekly, 

monthly, or annual basis, except executive, administra- 
tive, or professional employees not represented by laboi 
unions. 

" Wage increases by the Board from October 3, 1942, to May, 1943, raised the average 
factory hoorly wage rate only six-tenths of one cent. Between January 12, 1942, and 
September 30, 1943, the Board made final decisions in over 3,000 cases and in the year 
following October 3, 1942, final . rulings were issued in 82,000 cases of wage and salary 

adjustoeTits. ■ 
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3. Treasury Department 

(a) All salaries over $5,000 a year. 

(b) Salaries of executive, administrative, or professional em- 

ployees not represented by labor unions. 

Wage rates were fixed within the following limitations : there could 
be no wage rate increases above the level of September 15, 1942, nor 
could wages be decreased below the highest wage paid between January 
1, 1942, and September 15, 1942, without the approval of the War Labor 
Board, The War Labor Board approved rate changes only when “nec- 
essary to correct maladjustments of inequalities, to eliminate substand- 
ards of living, to correct gross inequities, or to aid in the effective prose- 
cution of the war,” Adjustments which conformed to the terms of an 
established wage agreement or to established rate schedules were per- 
mitted without the approval of the Board for the following reasons : 

1. Individual promotions or reclassifications. 

2. Individual merit increases within established rate ranges. 

3. Operation of an established plan of wage increases based upon 

length of service. 

4. Increased productivity under piecework or incentive plans. 

5. Operation of an apprentice or trainee system. 

Automatic increases correlative with increases in the cost of living 
were eliminated. The “Little Steel” formula was still observed, but the 
Board’s approval was necessary for a wage .increase based upon the 
15% increase in cost of living. Merit increases were not to be included 
m this 15% allowance. 

The Board’s approval was not necessary for overtime or incentive 
payments if such payments were customary before the economic stabi- 
lization order. Bonus systems in operation before Order 9250 was 
announced could be continued on the same basis as in the past, i.e., a 
fixed amount or percentages based on earnings, profits, etc. 

War Manpower Commission 

The depletion of the labor suppl}'^ by the requirements, of the armed 
forces and the need for labor for increased wartime production made 
some form of coordination of manpower necessary. The War Man- 
power Commission (W.M.C.) was created by Executive Order on April 
18, 1942, for the purpose of assuring the most effective mobilization and 
maximum utilization of the nation’s manpower in the prosecution of 
the war. 
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Some of the responsibilities delegated to the Commission by the 
Executive. Order included; estimating the requirements of manpower for 
industry; compilation of labor market data, establishing policies and 
regulations pertaining to the recruitment, vocational training, and place- 
ment of workers to meet the needs of industry and agriculture; pre- 
scribing policies for filling the government’s requirements for manpower ; 
and formulating and recommending legislation in relation to the 
most effective mobilization and utilization of the manpower of the 
country. 

The scope of the Manpower Commission extended to all manpower 
and womanpower in work essential and iionessential to the war effort. 
Manpower covered : labor market ; labor supplies ; labor training — includ- 
ing in-plant training, vocational schools, N.Y.A., C.C.C., college, and 
other defense training courses ; recruiting and placement ; and labor 
relations as they affected these subjects. 

In addition, the W.M.C. issued directives asking the War Production 
Board to classify war plants and products in order of their urgency to 
the war effort. The Selective Service System was asked to secure the 
advice of local United States Employment Services offices before classi- 
fying individuals skilled in critical war occupations. The Farm Secu- 
rity Administration was asked to increase the number of mobile labor 
camps to make more workers available to agriculture to achieve the 
‘'Food for Victory” objective. In connection with this, the Office of 
Defense Transportation was asked to provide adequate transportation 
facilities for migrant agricultural wmrkers. 

Some of the broader problems with which the War Manpower Com- 
mission was faced was the elimination of labor pirating; utilization of 
local labor supply; training and employment of women, ti‘aining and 
employment of Negroes, aliens, handicapped, and other minority groups ; 
caring for the health and safety of workers ; housing workers and their 
families; providing transportation to jobs; migration of workers; Selec- 
tive Service and draft board policies and actions ; and relationships be- 
tween the United States Employment Service and local draft boards. 

Although in certain war production centers there were very real labor 
shortages, artificial shortages were created which had to be eliminated. 
A number of companies were guilty of “labor hoarding,” the placing of 
skilled workers on any kind of a job just to keep them in reserve and 
on the payroll. Some companies maintained unneces.sarily rigid hiring 
([ualifications and discriminated against hiring foreign born, Negroes, 
women, physically handicapped, etc. Inadequate housing and transi'jorta- 
tion facilities proved to be an obstacle i^ attracting workers to certain 
war-industry towns. 
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Some form of labor stabilization was necessary. In 1943 it was esti- 
mated that 53 million workers would be needed — ^20 million in war indus- 
tries, 10 million on farms, and the rest for necessary civilian industries. 
Several plans of labor control were initiated in vital war-industry centers 
throughout the country. In Detroit it was made necessary for workers 
to obtain certificates of release from former employers in order to get 
a new job. 

The W ar Manpower Commission set up two types of manpower con- 
trol plans. The first type applied to jobs in various industries which are 
confined to a relatively small area. An early example of this is the 
Baltimore “labor stabilization agreement.” This stipulated that an em- 
ployee could not transfer from one job to another without the approval 
of his employer or the U.S.E.S. Another part of this plan was that the 
employers voluntarily agreed not to pirate labor. 

These early voluntary plans led finally to employment through the 
United States Employment Services of the W.M.C. 

The Executive Order of December 5, 1942, transferred the Selective 
Service System to the W ar Llanpower Commission. Although the chair- 
man of the W.M.C., was empowered to supervise, direct, and coordinate 
the activities of the Selective Service System, he could choose to delegate 
some of this authority and work through the Director of Selective Serv- 
ice. This authority extended to the determination of whether a man 
was best fitted for service in the Army, Navy, IMarine Corps, or Coast 
Guard ; or whether he could contribute more to the total war effort by 
industrial or agricultural work. All voluntary enlistments in the armed 
forces were eliminated and the draft was limited to men between IS 
and 38 years of age. 

Also, a Management-Labor Policy Committee was created by Gen- 
eral Order 5. This committee was appointed by the Chairman of the 
W.M.C. for consultation on matters pertaining to labor, agriculture, and 
industrial management. Other powers given to the W.M.C. included the 
directives : that all hiring, rehiring, solicitation, and recruitment of work- 
ers should be handled by the U.S.E.S. in areas indicated by the chairman 
of the W.M.C. ; that no employer could retain an employee needed more 
urgently elsewhere as determined by the W.IM.C. chairman, that Army 
and Navy nonfederal training institutions should conform to W.M.C. 
policies, etc. 

Early in January, 1943, the Chairman of the W.AI.C. said that the 
armed services “almost certainly will claim evei*y replaceable male em- 
])loyee of military age and fitness in every industry, regardless of its 
essentiality.” Employers were urged to make up replacement schedules 
and manning tables which showed the .essential workers and the length 
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of time required to train employees who could replace those who were 
drafted. The Selective Service Board deferred men usually for the length 
of time that it took to train a new man or woman to replace them. 

The Training Within Industry Program® had been established in 
August, 1940, by the National Defense Advisory Commission and con- 
tinued under the Office of Production Management and then the War 
Production Board. When the W.M.C. was created in April, 1942, Train- 
ing Within Industry was transferred to the War Manpower Commission, 
The purpose of T.W.I. was : 

To assist war production industries to meet their manpower needs 
by training within industry each worker to make the fullest use of 
his best skill up to the maximum of his individual ability, thereby 
enabling production to keep pace wdth war demands. 

Training Within Industry dealt exclusively wdth industry’s own train- 
ing responsibilities. It conducted specific intensive training programs for 
the development of potential, newly appointed and experienced super- 
visors and training directors. The programs required 10 hours for super- 
visors, and 48 hours for training directors. 

Job Instruction Training gave the supervisor practice in how to 
“break in” men on new jobs. Job Methods Training showed the super- 
visor how to simplify and improve methods of doing a job. Job Rela- 
tions Training gave the supervisor pointers and practices on how to wmrk 
with people in a way that gains cooperation and promotes teamwmrk. 
Training of Training Directors gave intensified coaching in how to 
operate and improve complete, plant-wdde training programs. 

Other Governmental Personnel Activities 

Ordnance Department. — The Labor Section of the Ordnance De- 
partment operated under the direction of the Undersecretary of War 
for all the Arms and Services of the War Department. Ordnance w^ar 
production plants functioned through the Ordnance District office in 
which the plant w'as located. Should there have been any labor diffi- 
culties in an Ordnance plant the officer in charge of district labor mat- 
ters informed the Labor Section of the Ordnance Department in Wash- 
ington. Then difficulties were transmitted to the governmental agencies 
which were responsible for the functions of conciliation, mediation, and 
arbitration since it was War Department policy not to become a party to 
any dispute between employers and employees. 

® Training Within Industry — Progress Report, September. 1942, War Manpower 
Commission, Washington, D, C. 
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Navy Department.— Formal announcement was made by the Navy 
Department on August 8, 1942, of a definite policy to govern the Navy’s 
relations with labor. During World War II, the Navy became one of 
the largest employers of labor in the United States, and Secretary of the 
Navy Knox pointed out that the only way to win the war was by the 
elimination of friction and controversy and by the devotion of all of the 
energies of the Nation against the enemy. 

Under the new procedure, the Secretary of the Navy and the Com- 
mander in Chief of the United States Fleet held meetings every four 
months with representatives of labor from each of the navy yards and 
other naval shore establishments for discussions of methods of coopera- 
tion. All representatives of Navy management were directed to meet 
representatives of labor on a basis of open-mindedness, tolerance, and 
good will. 


Classification of Personnel in the Army. — EWorld War II pre- 
sented one of the biggest personnel jobs ever attempted. In order to 
effect the best utilization of manpower in the army, proper classification 
and placement of recruits in work which best suited their talents, skills, 
and aptitudes were essential.''* 

A personnel procedure was set up whereby each new inductee was 
given mechanical aptitude and general classification tests. Tests were 
also used as a basis for determining nominations for Officers’ Candidate 
Schools. After these tests were taken, the inductee was interviewed by 
a Chief Interviewer of the classification section, who, on the basis of 
the tests and the interviews, recorded his skills, talents; aptitudes, etc., 
on a Qualification Card. When requisitions came in for certain kinds of 
technicians, mechanics, radio operators, etc., the Qualification Cards were 
sorted by McBee Key-Sorters according to qualifications. After each 
inductee was given thirteen weeks of basic military training, he was then 
placed. 

Public Personnel Administration.^** — ^Though appointments for po- 
litical leadership may be far greater than necessary, there is considerable 
good personnel administration in the governmental service in recruit- 
ment, examination, and placement. There could be improvement along 
the lines of classification, transfers, promotion, salary administration. 


.See W. V. Bingham's “How the Army Sorts Its Manpower,” September, 

1942. 


See. F. W'. Ree'\-es and P. T. David, Personnel Administration in the Federal Service, 
Washington, D. C., Government Printing Office, 1937 j W. E. Mosher and J. D. Kingsley, 
Public Personnel Administration, New York, Harper & Bros., 1936 ; and Lewis Meriam, 
Personnel Adnihiistrafion in the Federal Government, Washington, D. C., Brookings 
Institution, 1937. 
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training, labor relations, working conditions, morale, compensation bene- 
fits, and retirement in order to make public service a careerP^ 

Although equality of opportunity according to merit may not seem 
compatible with political patronage in governmental service, the former 
has been true to a certain extent for more than sixty years, especially 
since the Civil Service Act of 1883 was passed. This Act is basic to 
personnel administration in public service, as are the Retirement Act of 
1920 and the Classification Act of 1923. 

The Chief Executive has the major responsibility for determining 
personnel policies in the E-xecutive branch by appointment powers and 
by jurisdiction over the branches of the government. The Bureau of 
the Budget has its own personnel administration and the approval of 
the procedure for handling Executive Orders and appointments, as 
coming within the budget provisions. The Civil Service Commission of 
three members, appointed by the President, provides the merit system 
of appointment to the federal government by examining applicants for 
the federal service based on merit. It also administers the federal retire- 
ment system and salary standardization and control in departmental serv- 
ice at Washington. 

The work of the Commission is outlined by its principal divisions: 
Examining, Personnel Classification, Service Records, Retirement, In- 
vestigations, Correspondence, Accounts and Maintenance, Research, and 
Appeals and Review. The Commission has thirteen district offices and 
4,500 local boards of examiners. The Commission holds examinations 
for from 1,600 to 2,500 different types of positions, and normally makes 
about 40,000 appointments (1935) from almost ten times that many 
applicants. Applications for and information about Civil Service ap- 
pointments are available at designated post offices. 

The Council of Personnel Administration was established in 1931 Iw 
Executive Order to improve personnel administration in the Federal 
service. Its functions, organization, and activities are explained in its 
Report of June 30, 1940, as follows : 

The Council of Personnel Administration e.xists to foster and 
extend good personnel practices throughout the service of the 
Federal Government. In its present form, it was created by section 7 
of Executive Order No, 7916, of June 24, 1938, as amended by Exec- 
utive Order No. 8667, of July 1, 1940. The need for it had long- 
existed, as indicated by previous attempts to create such a body. 

W. Reeves and P. T. David, op. cit. 

First Report of the Council of Personnel Administration, reprinted from the 57tli 
Annual Report of the United States Civil Service Commission for the fiscal year ended 
June 30, 1940, p. 1. 
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Simply stated, the Council is an interdepartmental committee to 
deal with Federal personnel matters. It is composed of the directors 
of personnel of the several departments and independent establish- 
ments, a representative of the Bureau of the Budget, and such repre- 
sentatives of the Civil Service Commission as the Commission may 
designate. Its counterpart is found in well-run business concerns 
which recognize the importance of coordinating personnel policies 
and practices. 

The purpose of the Council is to advise and assist the President 
and the Commission in the protection and improvement of the merit 
system; to recommend to the President and the Commission needed 
changes in personnel regirlation and procedure; and to serve gen- 
erally as an instrument for raising the standards of personnel admin- 
istration among the departments and agencies of the Federal Govern- 
ment. The Council is a fact-finding, advisory, and coordinating- 
body which brings a common mind, a common purpose, and a common 
practice into the personnel side of departmental life. In so doing it 
lends intelligent aid in many collateral ways. 

Other agencies dealing with personnel functions are : 

Employees’ Compensation Commission 
United States Public Health Service 
United States Employment Service 
Bureau of Labor Statistics 

Besides central agencies of personnel administration, there are per- 
sonnel departments and divisions in the various governmental depart- 
ments, bureaus, independent establishments, emergency agencies, and 
governmental corporations, such as, for example, the Office of Personnel 
Administration in the Department of Agriculture. 
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CHAPTER 22 

LABOR-MANAGEMENT COOPERATION 

Personnel relations today are determined by labor, management, and 
the government.^ The situation may be likened to a three-legged stool. 
This industrial stool is as strong as its weakest leg. Without one leg, 
the stool collapses. If one leg is longer or stronger, the stool may be 
thrown out of balance. Each leg is dependent upon the others for its 
proper functioning. Each must recognize and accept the functions of the 
others. Only as these three function together harmoniously in a spirit 
of hearty, humane cooperation, working to the utmost of their effective- 
ness, can industry make its fullest contribution during peace, as well as 
war. 

Labor wants high wages and a better standard of living. Manage- 
ment wants higher salaries and greater profits. The government needs 
high taxes. All of these have other wants and demands which they 
think are justified. 

The demands of orgmiised labor are set forth by the Steel Workers’ 
Organizing Committee in these terms : - 

1. Labor, wants management to discard its pretension of infalli- 

bility. 

2. Labor wants management to grant it the opportunity to partici- 

pate fully in the productive processes. 

3. Labor wants management to recognize it as an equal in the pro- 

ductive processes. 

4. Labor wants management to assume its share of social respon- 

sibilities. 

5. Lvibor wants management to stop blaming its failures on labor, 

government, or anybody else. 

6. Labor wants management to get on with the job of national 

defense by getting on with labor. 

7. Labor wants management to accept bona fide labor unions and 

genuine collective bargaining procedures completely and in 

good faith. 

^ Though “Government” in a democracy is the people, many of those in Personnel 
Relations have come to look upon it as the regvrlatory, control, and policing bureaus, 
boards, etc., wliich enforce the laws concerned with these personnel relations. Govern- 
ment needs to he more of and by the people. 

- Steel Workers' Organizing Gommittee, Organised Labor and Management, Publica- 
tion No. S, Pittsburgh, p. 6. 
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As a result o£ conferences with managers, management’s wants or 
desires from labor seem to be: 

1. Highest possible efficiency consistent with good health and indi- 

vidual and group development. 

2. Adequate discipline. 

3. Democratic handling of labor affairs : 

(a) Voting on all important matters of the union by secret bal- 

lot, such as union contracts, strikes, elections. 

(b) Discontinuance of dictatorial, Fascist, socialistic, and radi- 

cal leadership and domination of the worker by the 
unions. 

(c) Public accounting of union funds. 

(d) Discontinuance of coercive methods of obtaining member- 

ship in the union ; that is, membership in the union shall 
be entirely voluntary. 

(e) Discontinuance of the management of union affairs by 

small minority of , employees. 

4. Maintenance of the prerogatives of management without deroga- 

tory loss of authority, control, delay, discipline, or loyalty to^ 
the company. 

It is not likely that either management or labor will get its full wants 
or desires. The democratic way is usually a compromise arrived at by 
cooperation, mutual respect, and good faith. The government endeavors 
to provide a means for such cooperation. 

Labor-Management Cooperation 

War Production Drives during World War II. — The government 
wanted labor and management to cooperate to obtain the highest pro- 
duction to win the war and now to make a lasting peace. Means to ac- 
complish this cooperation during World War II were established as the 
War Production Drive. The War Production Board’s sponsorship of 
labor-management committees was officially announced by the President 
on February 27, 1942. The Official Plan Book of the War Production 
Board was issued shortly thereafter,® 

Every plant producing for war and defense was asked to establish 
a joint committee of representatives of labor and management to launch 

^ War Production Board, Production Drive, Official Plan iJooJb, Washington, D. C., 
February 28, 1942. Also see the issues oi Labor-^Management Nezvs, official "weekly pub- 
lication of War Production Drive, War Production Board, Washington, D. C, 1943," etc. 
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a production drive to increase and accelerate production of war mate- 
rials. Committees were organized to perform such duties as these ; 


1. Arrange for the erection of a production scoreboard to keep 

workers constantly aware of production progress. 

2. Appoint necessary subcommittees. 

3. Arrange for a study of plant efficiency, giving attention to the 

care of tools, prevention of breakdowns, cutting down on 
accidents, adequate lighting, proper maintenance and repair, 
adapting of old machines to new uses, cutting down on waste, 
eliminating production bottlenecks, using every machine to 
its fullest capacity. 

4. Institute a ‘'suggestion system.” Good ideas to be tried out im- 

mediately, with full credit to the worker making the sugges- 
tion — the most practicable suggestions to be sent to Production 
Drive Pleadquarters in Washington. 

5. Post (on bulletin boards) special communiques and other infor- 

mation on production drive contests, contest winners, letters 
from the War Production Board, etc. 

6. Make production news available to employees by means of bul- 

letin boards, information desks, notices in pay envelopes. 

7. Conduct a slogan contest to stimulate interest in production. 

8. Keep subcontractors and suppliers informed about the war pro- 

duction drive. 

As examples of what was done earlier by these committees: one 
New York committee reported that tank production was increased 14% 
at first and under a later plan had been boosted 30% more ; the output 
in a Pennsylvania plant turning out pressed steel had risen 10% fol- 
lowing the creation of the labor-management committee. Better results 
followed in many companies as were described in the Lahor-Mmiage- 
ment Nezvs of the War Production Board. Some companies maintained 
that the results were psychological, while others stated that the drive 
was ineffective in stepping up production and was more nominal than 
actual. However, in addition to improving production, probably the 
greatest contribution of the Labor-Management Committees was better 
personnel relations between labor and manageineiit. 

A survey in October, 1942, by Factory Management and Maintenance 
revealed that 79% believed the committees helped improve employee 
relations, and 93% of the companies with these committees found no 
evidence that labor tried to use the committees to usurp the preroga- 
tives of management. 
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The War Production Drive helped to set precedents for better indus- 
trial relations after the war. From the first, the leadership of labor was 
willing to cooperate with management in the interest of greater output 
on a plant basis, on an industry-wide basis, and on ,a national basis. This 
program endeavored to utilize the capacity of labor and management 
to work together in the achievement of a great purpose. The extent of 
these labor-management committees is shown by the fact that in May, 
1944, more than 4,500 plant labor-management committees, representing 
more than 6,000,000 employees, had been established.'* 

Immediately following receipt of the official request from the War 
Production Board, the management of one company called a meeting of 
its principal officials. As a result of the discussion, the president wrote a 
letter to all vice presidents in charge of divisions, indicating that the 
company “stood squarely behind the President of the United States, the 
chairman of the War Production Board, and every soldier, sailor, and 
marine in the armed forces in the drive to produce the tanks, planes, 
ammunition, guns, and ships necessary for victory.” 

To carry out the company’s part in the program, each divisional vice 
president was instructed to set up a committee of his division composed 
of three representatives each of management and labor (the latter to be 
appointed by the collective bargaining agency). These committees were 
to suggest and recommend ways to increase war production. 

One committee functioned effectively in settling a matter of bonus 
standards. At the first meeting of this committee, members of the 
United Automobile Workers’ Union (A. F. of L.) raised the question 
whether management would guarantee to maintain the established bonus 
standards, They said that production undoubtedly could lie increased if 
bonus standards were not reduced as soon as the employees made an 
above-normal effort. Management took the matter under consideration 
and subsequently issued a statement to the effect that there would be no 
revision of the established bonus standards for increased output resulting 
from increased individual effort stimulated by the desire to help win 
the war. Production did increase. 

At another division of the company the management has had the 
cooperation of the United Automobile Workers’ Union (C.I.O.) that 
announced that it would not back any employee who failed to cooperate 
with the war effort and to perform his job to the best of his ability. 

These examples of cooperation by different unions — the A.F. of L., 
the C.I.O. — show^ that labor and management can cooperate when they 
have the. will to do so. Similar reports of effective labor-management 

^ Labor-Management Nctvs, War Production Board, Wa-shington, D. C., May 27. 
1944, p.n - J . 
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cooperation could be made for companies throughout the nation. Some 
committees contributed valuable suggestions. Even when there was no 
outstanding accomplishment in the way of increased production, these 
committees provided an opportunity for management to get information 
to the men in the shops bearing upon production conditions, reasons for 
shortages of materials, etc. From the standpoint of morale alone, the 
work of the labor-management committees was worth while. 

Development of Labor-Management Cooperation. — This attempt 
to accelerate production by means of labor-management committees may 
seem to some to be a new procedure; however, the literature on labor- 
management cooperation reveals that it has been developing over a period 
of years. 

Labor-management cooperation, as thought of today, started during 
World War I when O. S. Beyer, Jr., developed a plan of union-manage- 
ment cooperation among the workers at the government’s Rock Island 
Arsenal. The success of this experimental undertaking led Mr. Beyer 
to suggest such union-management cooperation to the railroads, and the 
result was the adoption of the so-called “Cooperative Plan” which went 
into effect March, 1924, and is still in effect on the Baltimore and Ohio 
Railroad. By June 3, 1942, under the B. and O. plan, 11,783 meetings 
had been held, 32,297 suggestions received, and 27,851 (86%) of them 
had been adopted. 

Another example of union-management cooperation prior to World 
War II is the Naumkeag Steam Cotton Company Of Salem, Mas- 
sachusetts, manufacturers of sheets and pillow cases. In 1927 the com- 
pany and the union signed a formal agreement on union-management 
cooperation. In the latter part of 1928 new schedules of labor and wages 
were prepared with which the union took issue. As a result of this dis- 
agreement, an industrial engineer rvas employed to look into the facts 
of the situation. He repoited to the union that a reduction in costs was 
needed and that labor could safeguard itself if the union employed an 
expert to check the job assignments proposed by management, to supply 
technical material for use in bargaining for new job assignments and 
piece rates, and to induce management to join with the union in sponsor- 
ing research on job assignments. The industrial engineer carried on the 
rescarchdu connection with job assignments, answering questions about 
displacements, demotions, and “stretch-outs.” Much was accomplished. 
Then, in the fall of 1931, the company was operating on a four-day 
week. As the depression continued, competing mills cut wages. In 
November of. that year the management proposed a 10% wage cut and 
indicated that joint research would cause some employees to lose their 
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jobs. The union, leaders accepted the 10% cut, reversed themselves on 
the question of joint research, and proposed that the salaries of exec- 
utives and supervisors be reduced, but that there be no cuts for men 
earning less than $21 a week. 

In 1932 the company put into effect a second wage cut; it also in- 
creased job assignments. Strikes resulted as rank and file union members 
discontinued support of union leaders and held out against the decrease 
in wages, increase in job assignments, and abandonment of joint re- 
search. After strikes and much disagreement, the company agreed to 
submit the matter to arbitration. Finally, the Textile Workers* Union 
of America, C.I.O., won an election in the Naumkeag plant under the 
auspices of the National Labor Relations Board. At present, Naum- 
keag union-management cooperation consists principally of collective 
bargaining. 

Union-management cooperation in the ladies’ garment industry is an 
example of union assistance to management. In 1939 wage scales in the 
New York dress industr}^ were as high as in 1937, yet each week there 
was an average of $250,000 less in the pay envelopes of 85,000 unionized 
dressmakers. The industry was losing ground and something had to be 
done. The International Ladies’ Garment Workers’ Union decided that 
the ills of the workers could not be cured until the employers’ troubles 
were remedied. 

The resulting collective-bargaining agreement between the Joint 
Board of the I.L.G.W.U. and five employer associations set a precedent 
for the trade union movement. This three-year pact for New York’s 
largest industry established two “firsts” in union history : 

1. It gave dressmakers a right to secure, through their union, effi- 

cient shop management on the part of their employers. 

2. It provided labor and industry cooperation in raising money to 

promote the sale of dresses through publicizing New York’s 
outstanding position in the field of style, fine workmanship, 
and sound values, and to establish New York City as the 
fashion center of the world. 

Prior to negotiations, the union made a thorough study to discover 
why the industry was losing ground. They found that profits were not 
dependent upon wages ; that the area of competition was broader ; and 
that a lack of up-to-date machinery was resulting in waste. Most of the 
work w^as done by small contractors, and there was small capitalization 
for the large volume of business, making for chaotic competition. In- 
competent supervisory staffs in many' cases resulted in poor morale and 
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dissatisfied workers. Excessive idle plant hours were due not only to 
the seasonal character of the business but also to general inefficiency, 
lack of coordination in cutting and operating schedules, and failure to 
maintain machines. Poor planning, poor accounting, and budgetary 
systems contributed to the decline of the industry as well as to the wide- 
spread discontent on the part of retailers who were getting inferior goods 
and late deliveries. The study revealed that in one shop alone, efficiency 
could be increased 42% by the introduction of regular machine inspec- 
tion, better lighting, air conditioning, work receptacles, and chairs built 
to minimize fatigue. 

The union urged the consolidation of contracting shops in units large 
enough to make good management profitable. This they believed could 
be accomplished by a large-scale promotion campaign to bring about the 
greatest possible increase in business to employers. To that end the 
union offered to contribute $100,000 for promotion and in return asked 
for better management to increase efficiency, boost business and wages. 
The preamble to the new contract declared that employers and workers 
alike “have much to gain through cooperative effort in stabilizing the 
industry, in providing for its efficient management ... in effecting the 
modernization of production units, and in establishing conditions that 
will tend to secure to the workers continuity of employment, a fair living 
wage, adequate annual earnings, and fair conditions of labor.” This is 
an outstanding example of liberal union-management cooperation. 

The American Cast Iron Pipe Company of Birmingham, Alabama, 
is an example of an attempt at full employee-management cooperation 
in ownership as well as management. Joseph J. Eagan, the late president, 
believed that life and business should be conducted in accordance with 
the golden rule ; that everyone should be given an opportunity for useful, 
honest work ; that employees should be protected against unemployment ; 
that each employee is entitled to a living wage, attention and care for 
himself and his family in case of accident or sickness, an old-age pension, 
and a share in the management of business. 

Mr. Eagan’s will reflected his philosophy of cooperation. It be- 
queathed his complete holdings of American Cast Iron Pipe Company 
common stock jointly to the members of the board of management and 
the board of operatives. These two boards were to act as trustees of 
these shares. They were instructed to use the dividends : to supplement 
inadequate wages and salaries so that all employees might have a living 
wage ; to pay income to the employee, his wife, or minor children when the 
company is shut down or the employee is unavoidably kept from working 
(by accident, sickness, etc.). They were also asked to vote the stock. 
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The common stock is controlled by the board of trustees. The stock- 
holders elect the board, which determines the policies and program of 
the company and is responsible for its operations. Other duties of the 
board are to elect company officers, examine the auditor’s report, author- 
ize expenditures, determine policy concerning reserve funds, financial 
security, etc. 

The board of management — ^the executive committee of the board of 
directors — is charged with the detail management of the company’s 
affairs, in accordance with policies established by the board of directors. 
It is composed of the divisional heads of the company. 

The board of operatives is an advisory council to the board of man- 
agement and consists of the Living Conditions Committee, the Work 
Conditions Committee, the Suggestion Committee, and the Garden Com- 
mittee. A Colored Auxiliary Board to the Board of Operatives is 
charged with the welfare of colored employees. 

Benefits and services available to employees under the Eagan Plan 
include: medical and hospital service; sickness and accident benefits; 
pensions ; group insurance ; funeral expenses ; cooperative store ; 
restaurant; gardening; plant anagazine ; savings plan; Christmas bonus; 
housing; suggestion awards; safety; service building; athletics; social 
work; religious work; educational work; apprentice training; employ- 
ment and promotion. 

According to Mr, Eagan’s belief, business is a cooperative institution, 
the purpose of which is to serve acceptably and continuously all the 
essential needs of all the people all of the time ; profit is the result, not 
the purpose, of good business procedure ; a man in business for a sound 
principle will get more out of it than the man who seeks money and 
more money; the primary principles of business are honesty, justice, 
right; and the doing of right by a reasonable majority does away with 
the necessity for seeking rights. Cooperation on all sides is the ideal to 
be sought, according to the Eagan Plan. 

Although this is an idealistic concept, and profits are important under 
the competitive system of free enterprise, some companies are empha- 
sizing the “service” objectives of their businesses more than previously. 
Eagan’s concept of management cooperation with labor has been proved 
by many companies to be a sound way to improve production and 
increase profits. 

Need for Good Leadership. — Labor-management cooperation will 
achieve its fullest effectiveness if its shortcomings are recognized and 
taken care of. The first important factor in labor-management coopera- 
tion is the need for good leadership on both sides. 



Ch. 22 J 


LABOR-MANAGEMENT COOPERATION 


493 

Labor leadership is often criticized by management as being radical, 
socialistic, communistic, “red,” left wing, or dictatorial. Acquaintance 
with labor leaders indicates that only about one in ten might be called 
radical or some of the other things that management calls them. The 
remainder are hard-working men who have faith in the workers they 
represent. They may not have as much education and experience as some 
company officials, but they often have a keen sense of justice, of right and 
wrong. They know quickly when they are being “spoofed” or “bull- 
dozed.” Profit-minded managements recognize this. 

Only about one in ten industrial executives is hard-boiled, slave- 
driving, dictatorial, power-seeking, greedy, anti-union, selfish, arbitrary, 
or childish. This ratio seems to apply to the officers within a well- 
managed company as well as the officers of companies in general. In 
other words, one-tenth of the managers are no better to deal with, give 
no more consideration, than one-tenth of the labor leaders. 

One of the great industrial griefs is that nine-tenths of the labor 
leaders and nine-tenths of the managers who try to deal in good faith 
have to suffer from the acts of this one-tenth. This “terrible tenth” has 
resulted in regulation by government to prevent them from doing injus- 
tice, and this makes it necessary for the other nine-tenths to come under 
those regulations. If it were not for these two one-tenths, labor-manage- 
ment cooperation would flourish more in the future than it has in the 
past. If the “terrible tenth” increases we can expect less labor-manage- 
ment cooperation. Greater cooperation is to be hoped for, even though 
in some industries and areas there may be considerably more than one- 
tenth of management’s executives and labor officials that are “terrible.” 

Differentiation Between Cooperation and Collective Bargaining. 
—The second important factor in labor-management cooperation is to 
distinguish between collective bargaining and labor-management coopera- 
tion. The president of one union and the chairman of the bargaining 
committee asked, when a labor-management committee was organized, 
“Aren’t we doing that now in our collective bargaining meetings?” 
With adequate collective bargaining in good faith, are not most of the 
matters to be considered by labor-management committees already taken 
care of? 

When all matters with reference to wages, hours, and conditions of 
employment are considered under collective bargaining, there may be 
relatively few things left for the labor-management committee to do. 
There is, however, a question of morale that can be more effectively 
handled by a labor-management committee which is separate from the 
bargaining committee. In other words, labor-management committees 
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can relieve bargaining committees of some of the lesser but still impor- 
tant duties. 

Maintenance of Labor’s and Management’s Prerogatives. — The 
third factor to be considered is that neither the union nor management 
is willing to give up certain prerogatives. Management wants to main- 
tain its prerogatives in hiring, promotion, and discharge. The union 
wants to have its say on these matters. Both union and management will 
have to concede certain points. Even after hard fighting and strikes, 
these issues remain to be settled around the conference table in a coopera- 
tive manner. It is better to do it first than last. Perhaps labor-manage- 
ment cooperation will bring the desires of unions and managements 
closer together, or at least make each more tolerant of the other. 

Future of Labor-Management Cooperation. — -Certain problems, 
such as shortage of war materials, neither management nor labor could 
solve during the last war. This, of course, was chiefly a phenomenon of 
wartime. However, can labor or management solve a problem such as 
unemployment in peacetime? Perhaps a cooperative front of labor, 
management, and the government may be able to accomplish this. 

There are the difficulties between union and nonunion companies and 
between union companies competing in the same industry. These diffi- 
culties, too, must be worked out if labor-management cooperation is to 
function as it should. 

Though these difficulties seem great, the solution is cooperation. 
Cooperation is the democratic way. Each human part must accept its 
full responsibility in good faith. If the three legs of the industrial stool 
can be made to function together, the rewards will be greater than ever 
before in this country. The more we fight, the harder it will be to get 
together and present a unified democratic front. The more we cooperate 
the greater will be the unity, the greater the results for each and all. 
With care and confidence, cooperation in good faith will result in the 
greatest good for labor, management, and government as well. 

Examples of Cooperation 

An example of full cooperation between employer and employees for 
the benefit of all concerned is tho. cooperative. Cooperatives are voluntary 
nonprofit associations of citizens— -as consumers or producers — organized 
to increase the quality and reduce the price of essential commodities. Co- 
operators have long felt that by reducing the disparity between produc- 
tion cost and consumption cost, consumption would increase and, there- 
fore, production and employment would increase. 
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Though many managements in competitive free enterprise object to 
the cooperative movement, good business sense would indicate that the 
principles of cooperatives and the motives of those in them should be 
studied and known because of the existence and persistence of their 
increasing number. 

The principles of the cooperative movement were founded by twenty- 
eight almost destitute weavers in the town of Rochdale, England, in 1843. 
After a year of saving, they had capital amounting to about $140, which 
they used to go into the grocery business for themselves. Their en- 
deavor was successful from the start because they based all their deal- 
ings on the following fundamental principles : 

1. Cooperatives are thoroughly democratic. Each shareholder has 

one vote, no matter what his investment is. People, and not 
money, control the cooperatives. 

2. Cooperatives are nonprofit organizations. When consumers sell 

to themselves, there is no profit incentive. There are rebates, 
since merchandise is sold at regular retail rates as exact costs 
cannot always be predetermined. Audits at given periods re- 
veal the exact costs, and the overcharge is returned to the con- 
sumer in proportion to the amount of his purchase. 

3. There is no speculation, and capital is regarded the same as labor. 

The return on the consumer’s investment is no more than the 
prevailing legal rate of interest. Shares are redeemable at par. 

4. All consumers may join — ^there is no political, religious, or racial 

prejudice. 

During their first year of business, the Rochdale pioneers did a $3,500 
business, and made a net profit of $160. Fifty years later there was a 
membership of 12,000 and an annual business of $1,500,000. Successful 
from the start, they used conservative business practices which per- 
mitted little risk or speculation and which have developed into secondary 
principles which are observed by cooperatives today; These principles 
include : 

1. Voluntary membership. 

2. Nonmembers may become members by allowing their share of the 

net earnings to be applied to their initial share capital. 

3. A portion of the earnings is used for educational purposes in the 

field of cooperation. 

4. Goods and ser\dces are sold for cash only at prevailing market 

prices. 
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5. At each inventory, reserves are set aside to cover depreciation 

and unforeseen difficulties which might arise in the operation 
of business. 

6. Labor is fairly treated. 

7 . Cooperative societies cooperate with one another. Cooperatives 
. federate to establish cooperative wholesales and to go into 

production for themselves. 

Cooperation along the Rochdale lines was brought to America m 1910 
by emigrants from Finland and Bohemia, who settled in the Middlewest, 
and soon formed cooperative societies. The Central Cooperative Whole- 
sale was established at Superior, Wisconsin, and today it is doing a 
volume of business annually which exceeds sevei'al million dollars. In 
1940 it had 118 local associations and a membership exceeding 40,000 
families. Cooperative wholesale houses were established in all parts of 
the United States. The Eastern Cooperative Wholesale, Brooklyn, New 
York, with branch warehouses in Boston and Philadelphia, is the largest 
cooperative grocery wholesale, serving 20,000 members of affiliated 
societies. The cooperative movement in America has gpown until in 
1939-40 there were 2,649 cooperative associations with 900,000 members, 
doing an estimated business of $358,000,000.00." 

The Cooperative League of the United States of America was created 
in 1915 to give a sense of unity and common purpose to the cooperatives 
in the nation. This was achieved by: (1) assisting old cooperatives with 
their business and educational activities; (2) helping new groups to 
organize cooperatives ; (3) spreading information about the cooperative 
movement. 

Cooperatives are established by first organizing studying and buying 
dubs. These groups undertake to inform the membership of the advan- 
tages of cooperative buying and to improve buying habits. Education is 
a definite plank in the cooperative platform. The following are some of 
the topics of discussions at the cooperative training courses : History and 
Principles of Cooperatives, American Cooperative Wholesales, Local 
Cooperatives, Replies to Anti-cooperative Attacks, Behind the Co-op 
Label, Co-op Testing Kitchens, and How' to Understand Financial 
Statements. 

The Rochdale Principles of Cooperation have especially appealed to 
the farm population, whose cooperatives specialized in commodities used 
in agricultural production. The Farmers Cooperative and Educational 
Union did much to teach the rural population the value of cooperatives, 

^ World Almanac, 191/2, p. 480. 
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In time, some of the rural cooperative organizations joined the national 
Cooperative League of the U. S. A. The common bond of cooperating 
together as consumers brought the urban and rural members into closer 
sympathy with one another’s problems. 

The Consumers’ Cooperative movement carries with it great social 
and psychological significances, aside from its economic importance. 
Scarcity in a world of abundance and mass production was incompre- 
hensible to many of those interested in cooperatives in this country as 
well as others. Overproduction and unemployment seemed incompatible, 
yet they existed together. The cooperative movement indicates that 
through cooperation people can achieve a higher standard of living by 
getting more for their money, qualitatively and quantitatively. A volun- 
tary, democratic association of people, joined together for their combined 
benefit, unifies their popular emotions and tempers a too fierce rugged 
individualism. It does not minimize the importance of the individual in 
order to magnify the strength and power of the group ; rather it gives 
members a sense of modest self-imiiortance. 

Four hundred members of nine different cooperatives in the East were 
selected as a random sampling of cooperative consumers in a survey of 
cooperatives made by the Ross Federal Research Corporation. The 
primary purpose of the survey was to discover the basic and most com- 
pelling reasons people had for belonging to cooperatives. It was found 
that money saving is not the most forceful reason for belonging to 
cooperatives. Quality of merchandise and dependability are the keynotes. 
There is also the satisfaction gained through mutual democratic action, 
and the satisfaction derived from quashing certain malpractices, such as 
substituting inferior quality, etc., as sometimes carried on by private 
business. 

Naturally, there are some limitations to the cooperative technique. 
Because cooperative associations are democratic, they are subject to 
sharp splits and cleavages among members. Cooperatives usually lack 
capital and have ‘'to start from scratch.” This means that they should 
have a very competent business management. The high degree of tech- 
nical efficiency in existing corporations is difficult for cooperatives to 
beat. The cooperative movement has been slow, because of the tre- 
mendous amount of education it requires to convince people of the value 
of cooperatives and to get them to “think cooperatives.” 

Labor unions and cooperatives seem to have an affinity for each other. 
Unions have felt that the wage gains achieved by collective bargaining 
are very often minimized by a rising cost of living. This can be offset. 


^ Sales Managcmcni, May, IS, 1940. 
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they believe, by collective buying. Hence, members of the working class 
and of organi2ed labor have supported and furthered the cooperative 
movement, since cooperatives increase real wages by a reduction of prices 
or an increase in quality. Cooperatives have helped the cause of organ- 
ized labor by refusing to handle “sweated goods” made under poor labor 
conditions. Also, cooperatives have donated foodstuffs, etc., for strike 
relief in disputes which they have deemed justifiable. 

Cooperatives exemplify democracy at work and demonstrate the 
advantages of democratic endeavor to the common man. They also prove 
that in order to reap the benefits of group effort, it is necessary to accept 
and maintain the corresponding responsibilities. 

Credit Unions 

One form of cooperative enterprise which has been especially success- 
ful in industry is the credit union — a cooperative society organized 
under state or federal credit-union law for the purposes of encouraging 
members to save and of supplying them with a source of credit for provi- 
dent or productive purposes. It has been designed to combine the weak 
credit of the low-income group to create a strong credit for the group. 

The historical background of cooperative credit goes back to Francois 
Buchez, a Frenchman, who was a pioneer in this movement during the 
nineteenth century. Other European countries also had the germ of the 
cooperative credit idea, and the first true credit union was established in 
Belgium in 1848 by Francois Haeck. Friedrick Raiffeisen, however, is 
regarded as the “Father of the Credit Union,” and in the years, 1849-88, 
he formed 425 credit unions in Germany. Credit unions were introduced 
in this country by Alphonse Desjardins, who organized a people’s bank 
in Quebec at the turn of the century. In 1909 Desjardins assisted in 
formulating the credit-union legislation which was adopted by the 
Commonwealth of Massachusetts. At the same time he organized the 
first cr,edit union in the United States, La Caisse Ste. Marie, at Man- 
chester, New Hampshire. 

The first credit union established under Massachusetts legislation 
was organized in 1910. The credit-union movement flourished in that 
state under the guidance and philanthropies of Edward A. Filene, a 
wealthy businessman. ITe organized and subsidized for fourteen years 
the Credit Union National Extension Bureau. This organization did 
much of the educational and promotional work which furthered the 
credit-union movement in the country. One by one the states passed 
credit-union legislation until all except four states issued credit-union 
charters. In 1934 a Federal Credit Union Law was passed wdiich estab- 
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lished a Federal Credit Union Section in the United States Farm Credit 
Administration. It was transferred to the Federal Deposit Insurance 
Corporation in 1942. The responsibilities of this Section are to supervise 
federal credit unions and to supply information and assistance to groups 
who want to incorporate credit unions under federal law. Credit unions 
established under state laws are supervised by state banking commis- 
sions. 

A group desiring to incorporate a credit union may do so under either 
federal or state law (if the state has a credit-union law). Much coopera- 
tion exists between state and federal credit unions, and they may unite 
in state credit-union leagues. These state leagues are federated in the 
Credit Union National Asociation, which now carries on the educational 
and promotional work started by Filene’s Credit Union National Exten- 
sion Bureau. 

After a charter and the b 3 daws are obtained from the Federal Credit 
Union Section or the state banking commission, the Board of Directors 
and Committees are elected by the membership. The Board, consisting 
of at least five members, has general direction and control over the 
affairs of the credit union. The Board has charge of the investment of 
funds, except loans made to members. Loans are made by a Credit 
Committee of at least three members who examine and approve the 
loans. A Supervisor^' Committee examines the affairs of the credit 
union and conducts a quarterly audit of the books. By an unanimous 
vote, it may suspend any officer of the credit union, or any member of 
the Board of Directors or the Credit Committee. It is also within the 
jurisdiction of the Supervisory Committee to call a special meeting of the 
membership to consider any violation of the bylaws or any act con- 
sidered unsafe or unauthorized. Stewart’’^ has shown graphically the 
operation of the credit union and the place of the Board in its functions. 

Credit unions are especially beneficial to the low-income group. They 
supply credit to their members at a low rate of interest. The}>' give their 
members a chance to better themselves financially by making it possible 
to take advantage of opportunities for good purchases. They provide 
cash in cases of emergency, such as accidents and sudden illnesses. They 
protect their members from exorbitant rates charged by loan “sharks.” 
Whatever is earned on the shareholders’ money is shared by the mem- 
bers at the end of the year. The members themselves vote on the amount 
of the dividend and the amount to be set aside as a reserve fund against 
bad debts. 

■^Maxwell S. Stewart, Credit Unhns—The People’s Bank, Public Affiairs Pamphlet 
No. SO, Public Affairs Committee. 194J. 
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One o£ the main considerations in organizing a credit union is that 
the membership be limited to a definite group having some common bond, 
such as : occupational, associational, community, or rural. When the 
membership is a well-knit group, there is better cooperation and there 
is less expense involved in making loans, since no costly investigation 
of character, etc., is necessary when considering making a loan. Also, 
because the members are well known to each other, there is less danger 
of bad loans. Over 9,000 associational, occupational, and residential 
(community) credit unions existed in February, 1941,^ 

The occupational credit unions are the most numerous and the most 
successful. This is because the members are so closely knit. The credit 
union is close to the source of income, and fees, deposits, and repay- 
ments can be paid on payday before other demands are made on the pay 
envelope. Then, too, quite often the employer furnishes the office, thus 
eliminating rent, light, and heat expense. As credit unions are designed 
for the low-income groups, occupational groups contain many people 
who fall into the medium and low-income groups. The credit union of 
one large company encouraged the employees to save systematically and 
to borrow wisely by using a well-designed descriptive leaflet.® 

The success of credit unions has been almost universal. Very few 
have failed, and virtually none have caused any loss to their members. 
Some of the credit unions which have failed never did get started after 
obtaining their federal or state charters, and their total loss was their 
expenditures for office equipment, supplies, etc. In general, according 
to a survey made by the Farm Credit Administration in 1939, the most 
important reasons for the failure of credit unions have been ; 

1. Inability to obtain competent officers during early years of opera- 

tion. 

2. Industrial shutdowns, labor trouble, unemployment, and fear of 

unemployment. 

3. Too small memberships.- 

4. Lack of cooperation from management in the case of industrial 

credit unions. 

The objection that credit unions are competing with commercial banks 
is quickly dispelled when it is realized that the credit unions are not 
encroaching upon the banks’ field of business but are developing a new 
field of small loans which a regular bank does not usually handle. Also, 

® M. S. Stewart, op. cit., p, 12. 

° For example, see that of the Credit Union, Rome Diutsion, Rex'ere Copper and Brass 
Incorporated, Rome, New York. 
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credit unions bring additional large deposits to the banks as well as 
borrow from the banks. 

The figures for the early part of 1942 showed that there were 10,000 
credit unions in the United States with assets of $325,000,000. Eight 
million dollars were paid back in dividends to the 350,000 members. The 
total amount outstanding in loans was $212,000,000, with the average 
loan being aloout $117. From these figures, the combined strength of 
many small deposits is made self-evident. Besides systematic saving and 
the opportunity to borrow small and large sums readily, credit union 
members have learned and are learning the profits to be gained through 
cooperative endeavor. 

Cooperation — a Keystone of Industrial Democracy 

There are, in this country, enough men, machines, materials, money, 
and methods to produce the highest standard of living 3’'et known any- 
where, There are people who want and need to consume all that can be 
produced. And yet, even in normal times, production and consumption 
never seem to balance. This gap between production and consumption 
can be bridged by cooperation among managements, labor, govern- 
ment, farmers, and others, for their highest mutual benefit. On the one 
side is the ability to produce ; on the other is the desire to consume, and 
the gap between the two can be bridged by cooperation between manage- 
ment and labor, labor and the government, the govcmiment and manage- 
ment, farmers with these and others; in fact, the best intra-cooperation 
of all groups interested. 

Personnel Relations Ideals to Strive For 

Although some progress has been and can be made toward coopera- 
tion of management, labor and the government by the application of the 
])rinciples and practices <lescribed in this book, the\'' are not panacean. 
Many problems are unsolved. Some of the ideals to strive for are: 

Generally — 

1. j\;Iore democracy in industry — ^more voting, more education, more 
persuasion, less dictatorial methods, less arguments, less “fighting”; 
more enlightened, successful, and democratic management ; more respon- 
sible, democratic, unions; more emphasis on democracy in government. 

2. Greater acceptance of the responsibilities^® of a democracy by 
individual and groups for the enjoyment of the rights and privileges.'*'- 

See “Netv Bill of Rights" of the National Resources Planning Board, Nctv York 
Times, March 11, 194.?, p." 12; and Henry A. Wallace’s “Bill of Duties,?’ The American 
Magazine, July, 1941, p. 9, 
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More acceptance of the responsibilities for individual self-development — 
mental, physical, social, moral, emotional, vocational, and avocational. 

3. Higher production for use and full employment, with high wages, 
reasonable profits, and lower costs and prices by obtaining the coopera- 
tion of those concerned to produce more for better food, shelter, cloth- 
ing, education, and recreation. 

4. Better leadership in management, labor, and the government; 
better understanding and confidence among the leaders of labor, man- 
agement, and the government. 

5. Higher moral standards — ^greater belief and faith in democracy 
and God ; more participation in religious activities. 

6. Better training and education for adults as well as for youth. More 
learning while earning. 

7. Greater use of science for man, in a democracy : physical sciences 
— chemistry, physics, engineering — for more and better inventions, new 
and improved products, the reduction of drudgery, increased produc- 
tion, decrease in hours of work, and improvement of working condi- 
tions; more use of medical and social sciences for greater mental and 
physical health and happiness of all employees. 

8. Greater social security and safety for those in industry, business 
and on the farm, who through no fault of their own may not be secure 
to work to the utmost of their abilities. 

9. Better policies, ideals, and goals for business, industry, and labor 
unions. 

In Personnel Relations — 

1. Creation of a more satisfactory mechanism for cooperation be- 
tween management, unions and government, and for the settlement of 
disputes, on a national basis as well as in each industry, community and 
area, (Example: Such as, perhaps, a management council in the Depart- 
ment of Commerce representing all managements of commerce and in- 
dustry; a labor council in the Department of Labor representing all 
labor; and a tripartite council selected one-third from the labor council, 
one-third from the management council and the final third representing 
the public, selected by the other two-thirds or appointed by the Presi- 
dent with the consent of the Senate and the House of Representatives, 
Also similar councils for each industry, comraunity, and area,) 

2. Better means of measuring individual ability, merit, capabilities, 
effort, and personality, and rewarding them more humanly in employ- 
ment and adjustment while at work. 

3. Better means of setting wages and standards of living; an annual 
wage for a high standard of living; better wage admini.stiation. 
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4. Better professional personnel relations leaders in management, 
unions, and government; better professional experience, training and 
education of officials in personnel relations ; more professional personnel 
relations methods. 

5. More research and investigation of personnel relations (similar 
to research in chemistry, physics, etc.) ; more and better personnel rela- 
tions laboratories. 

6. Better means of increasing job satisfaction and the making of 
more new satisfying jobs. 

7. A policy of continuous improvement in personnel relations. 

8. A clearer understanding of the place of foremen in management, 
or union. 

vSee R. B. Hersey’.s “Laboi’ Relations 1941 — Cooperation or Dictation,” Personnel 
Journal, May, 1941, p. 271, for a good description of a. congenial job in a democracy. 


"Whatsoever things are true, whatsoever things are honest, whatso- 
ever things are just, whatsoever things are pure, whatsoever things are 
lovely, whatsoever things are of good report, if there be any virtue, 
and if there be any praise, think on these things.” (St. Paul in Philip- 
pians 4:8.) 
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STATISTICS IN PERSONNEL RELATIONS 

Statistical Comparison of Groups and Individuals.— Statistics, the 
science of siinimariziiig masses of numerical data and of establishing the 
relationships among such data, provides a number of useful tools in per- 
sonnel relations. Statistic.s makes possible objective comparisons of test 
results, ratings, wage rates, costs of living, ages, accident rates, and 
myriads of other data of key importance. It enables personnel relations 
workers to study mathematically and objectively the interrelationships of 
two or moi‘e sets of data such as, for instance, the relationship of test 
scores of entering aj^plicants to production records, of length of service 
to merit ratings, or length of work-week to rates of absenteeism. 

Recently .statistics has Ijeen extended beyond the mere summarization 
of masses of data collected from the reactions of a large number of dif- 
ferent individuals on a single mea.suralde fact, by the further application 
of these same methods to the objective descidption of an individual’s 
status with regard to many different measurable factors. The practical 
aspects involved in the analysis of the general abilities, ratings, aptitudes, 
vocational interests, emotional maturity, etc., for a single individual are 
clearly shown by the tremendous emphasis being placed upon case studies 
and the follow-up of individuals (by measurement) over long periods 
of time. 

The use of averages is commonly applied to the comparison of groups. 
An average indicates the central tendency of a group, and is the most 
representative value in an array of figures. The single values most fre- 
quently used to represent groups, ixt order of their amount of use, are 
the arithmetic mean (commonly called the “average”), the median, and 
the mode. 

Tlie arithmetic mean or average is obtained by adding an array or 
series of figurc.s and dividing the sum by the number of figures in the 
scrie.s, the quotient being the average. For example, adding 1, 2, 2, 3, 8, 
9, 10, the sum is 35 ; dividing by 7 (the number of figures in the series), 
the quotient or average i.s 5. The median is the middle value of a series 
of numbers arranged in order of magnitude from the lowest to the high- 
est, with the same number of figures above the median as are below. 
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In the above instance, the median is 3. In an even number of figures, 
the median is the value half way between the two middle figures. If the 
1 were omitted, the median in the above series of figures would be 5.5, 
or half way between the 3 and 8, The mode is the value which occurs 
most frequently in an array or series. In the sample array of figures, 2 
is the mode of the group because it occurs twice; more than any of the 
other figures. 

The arithmetic mean or average is the value generally employed, 
possibly because it is easy to figure. Some statisticians, however, prefer 
the use of the median in their work because it is not affected by extreme 
figures and values and thus it shows more adequately the central tend- 
ency in personnel qualifications. For example, suppose a personnel 
manager were trying to select the two best men from two groups of five, 
each based upon the average of trade test scores. Group A had scores 
of 6, 6, 6, 6, 6; Group B had scores of 1, 2, 8, 9, 10. The average of 
Group A is 6 + 6 + 64-6 + 6 = 30 -f- 5 = 6, and the median (the mid- 
dle number) is 6. The average of group B is 1+2 + 8 + 9 + 10 = 30 
-r- 5 = 6, but the median is 8 which shows that half of the men in group 
B are 8 or above. In group A none of the men are above 6. A difference 
of 2 points between the mean and median exists in group B. Conse- 
quently, he would select the two men from the top of group B. The 
median shows this fact. Other series may have a lower median than the 
average. For personnel selection and the diagnosis of groups, the median 
is sometimes considered the better figure for showing the central 
tendencies when it is desired to eliminate the effect extreme cases have 
on the average. However, one sometimes wants to include the effect of 
the extremes on the central tendency, in which case the mean is usually 
more reliable than the median. In recent years, however, it has been 
considered that the mean is generally more reliable with the usual data. 

Frequency Distribution 

It is often desirable to know the relative number in each grade, or 
the value of the results within a single group. For example, if a group 
of employees were being studied, it might be important to know how 
many made the lowest score on a test, how many the highest, and so on. 
It may even be of significance to know how many were in the lowest 
quarter, lowest tenth, or lowest one-hundredth of the range of values. 
For this interpretation, a frequency cable is used. A sample of such a 
table is given in Figure 12 , for the scores of an employee test. 

The range of scores on the test is from lowest (1) to highest (50). 
The scale is divided into equal parts, called for convenience of taliula- 
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tion class intervals. Opposite each class interval is tabulated the number 
of persons receiving a score in that interval. On the frequency table, 
Figure 72, three persons received scores from 6 to 10. After the scores 
are tabulated in this form they are totaled and shown to the right of each 
interval. The frequency table classifies the scores so that the observer 
can readily see how many persons obtained scores in the intervals under 
consideration. If the scores are divided into class intervals, the limits 
of each interval should be distinct and should not overlap for convenience 
in tabulating. For example, instead of listing the hundred scores in class 
intervals; 0-10, 10-20, 20-30, and so on, they should be listed: 0-9, 10- 
19, 20-29, or 0 - 9 . 9 , 10-19.9, 20-29,9, and so on. 

From a frequency table the median can be readily figured by making 
cumulative totals from top to bottom, selecting the middle number, and 
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100 



Figure 72. Frequency Table 


determining its value in its class interval and range of scores. For exam- 
ple, in the frecpiency table count 50 ()4 of 100) numbers down from the 
top of the frequency. The middle or 50th case falls two numbers into 
the class interval 26-30. There are 18 cases in that class interval, there- 
fore the median would be at 2/18. As the intervals include five separate 
figures, 2/lS is multi]died by 5 (2/18 X 5 ~ 10/18, or .55) which result 
(.55), when added to 26, would place the median at 26.55. 

The frequenc)' distribution is often shown in graphic form by means 
of the frequency polygon. A base line or abscissa is divided into equal 
units which indicate the scores and class intervals. A vertical line, or 
ordinate, is divided into units, which represent the frequency. The fre- 
quencies of each score or class interval are then plotted on the scores 
at the raid-points of its interval to show the total These plotted points 
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are connected by straight lines which make the polygon. The frequency 
polygon for the above frequency distribution and table is shown below 
as curve A in Figure 73. 

If the number of cases in a frequency distribution were increased in- 
finitely, the frequency polygon would approach what is called the normal 
curve, or probability curve. Curve B, Figure 73, is an approximate nor- 
mal curve superimposed upon the frequency polygon data. If the range 
of scores of a normal distribution wei'e divided into five equal parts, 
about 46% of the cases would fall in the middle fifth of the range, 23% 
in each of the two-fifths next to middle, and 4% in each of the end fifths. 
If the possible scores on an employee test were from 0 to 50 and the 
distribution of the scores were normal for the group, 3% would receive 



Median 

26.5 


Figure 73. A — Frequency Polygon ; B — Normal Distribution Curve 

scores from 0 to 10, 22% from 11 to 20, 50% from 21 to 30, 22% from 
31 to 40, and 3% from 41 to 50. Scores or grades which distribute nor- 
mally in these proportions are usually considered reliable. 

Frequency distributions may have the same mean, yet may have en- 
tirely different standard deviations. The same may be true of the 
median and the mode. 

Measures of Range and Variability 

Therefore, in order to make the description of a frequency distribu- 
tion ample, some measure of variability should he stated, such as the 
range, mean deviation, quartile deviation, or standard deviation. The 
range is the distance or amount from the lowest score to the highest. 
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Of the scores 2, 3, 5, 8, 11, the range is 11 - 2 = 9, while that of the 
figures 2, 2, 3, 3, 4 is 4 — 2 = 2, The mean deviation is the average of 
all deviations from the measure of central tendency, such as the mean or 
median. The quartile deviation divides the total frequency distribution 
into four equal parts. It is obtained by dividing the total frequencies 
by 4 and finding the points in terms of class intervals which divide it 
into the four equal parts. For example, if there were 100 cases, the 
lowest 25 would be below the fii'st quartile ( Qi) , the highest 25 would be 
above the third quartile (O-0» second lowest 25 cases would be be- 
tween the median and the first quartile (Qi), and so on. The quartiles 
give roughly the scatter or variability of 50% of the cases about the' 
central tendency, and this is usually reported as a plus or minus value: 
from the median. 

Probably the most generally accepted indication of variability is the^ 
standard deviation, usually represented by S.D. or sigma, 0. It is obtained 
by squaring the deviations of individual scores from the mean, adding 
them together, dividing the sum by the nuiflber of cases, and then taking 
the square root of the quotient. For a small number of cases it is usually 
so figured. For a large number of cases with class intervals, it is usually 
figured by establishing an arbitrary class interval origin and calculating 
the standard deviation by formula, Figure 74. 

Use of Correlation 

In order to draw conclusions from personnel data, two or more factors^ 
may have to be considered. The relationship which exists between fac-i 
tors and the effect one has ttpon the other are desired because almost 
every personnel problem involves relationships between variables. If 
the relationship and one factor were known, the other might be predicted 
approximately. I^or example, if a close relationship exists between 
trade test score and proficiency in that trade, the latter might be predicted 
before employment, by the use of a trade test score. 

Statistics provides a method of finding a quantitative measure of rela- 
tionship (called the correlation) between two personnel variables. A 
.scatter diagram and correlation table provide the means for comparing' 
variables and for finding the coefficient of correlation, which is the 
quantitative measure of the degree of correlation. The coefficient of cor- 
relation. may be illustrated in the determination of whether any relation- 
ship exists between a trade test score and proficiency in that trade, as 
determined by the pieces produced. If it is found that the employees 
with the highest trade test scores have the highest proficiency, each em- 
ployee down to the poorest ranking equally in both trade test scores and 
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output, the correlation is perfect or positive and is expressed by a coeffi- 
cient of correlation of plus one (-f-1). 

A directly contrary or negative correlation is obtainea when the em- 
ployee with the highest trade test score is lowest in proficiency, and is 
’ expressed by a minus one (—I). The relationship falling half way be- 
tween these extremes is expressed by 0, and represents neutrality or a 
purely chance relationship. A coefficient of correlation of +-S0 shows a 
considerable tendency towards correlation. A plus correlation indicates 
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Coejfficient of Correlation (B)= 

6X Sum of Differences Squared 
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Figure 74. Sample of Rank Correlation of Employee Test Scores with 
Number of Pieces Produced 


that as one variable increases ntimerically, the other wall do likewise. A 
negative correlation means that as one variable increases numerically, 
the other decreases (provided scores are plotted on the scatter diagram 
as in Figure 75, numerically largest F-scores at the top of the sheet and 
numerically largest X-scores at the right)’. The coefficient of correlation 
is represented by r in the Pearson Product Moment Method and by R 
ill the Spearman Rank Method. 
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Correlations are made by two main methods, the Rank Correlation 
Method and the Pearson Method. To correlate by the Rank Method the 
procedure is as follows : 

1. Arrange the scores of one criterion in descending order as shown 

in column 2 of the sample rank correlation, Figure 74. 

2. Place opposite the score of each individual his score in the sec- 

ond criterion (column 4). 

3. Find the rank order of each score or result in each set of criteria 

(columns 3 and 5). 

4. Find the difference between these ranks (column 6). 

5. Square each difference and find the sum of the difference squared 

(column 7). 

6. Multiply the sum of the difference squared by 6, See formulas at 

the bottom of the sample rank correlation, Figure 74. 

7. Multiply the number of measures used by its square minus one. 

8. Divide the numerator (the result of procedure 6 above) by the 

denominator (the result of procedure 7 above). 

9. Subtract the quotient obtained (result of procedure 8 above) 

from 1. 

10. The remainder is the coefficient of rank correlation represented 

by R. A sample of the Rank Correlation Method is given as 

Figure 74. 

The Pearson Method of correlation is calculated by means of a scatter 
diagram and correlation table such as the one arranged by Professor 
W. E. Edington and the author, Figure 75. It is the superimposing of 
two frequency distributions, one upon the other, and the determination 
of their relationship or coefficient of correlation from the frequencies of 
each criterion. 

The range of each criterion is subdivided into class intervals as shown 
on the chart. Figure 75, to the right of and below the square marked 
“class interval.” The criteria correlated on the chart are scholarship 
grades in per cent and personality ratings in points. The lowest scholar- 
ship grade was 70% and the highest 96%. The range was divided into 
approximately ten class intervals of 3% each while the personality 
ratings were divided in class intervals of .5 point. From this, a scatter 
diagram was made by finding the scholarship grade of an individual and 
placing a mark in the column of that grade opposite the score or interval 
in which that student’s score fell in the personality rating. For example, 
if a student received 73 in scholarship grades and 8 in personality ratings, 
a check would be placed under the class interval, column 73-75, and in 
the row class interval 7.6-S.O. After all the scores in both criteria were 




Figure 75 . Correlation Table — Pearson Method 
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so tabulated, the frequencies in each column as shown in the row /.r and 
the frequencies in the rows as shown in the column fy were added. The 
sum of the frequencies in row fx and column fy should check. The 
cumulative sum of the frequencies can then be easily obtained by adding 
the frequencies from top to bottom (column C2/y) and from left to 
right (row C2/.r). From the cumulative sums of these frequencies, 
the median can be readily determined by finding the mid-figure. For 
example, in the sample, Figure 75, there were 308 individuals. The 
median would therefore fall between the 154th and 15Sth individual. To 
find the median of personality ratings, one would count from the top 
down in column C2/y until he arrived at the middle value, 154.5, which 

in this case would be 203 X .5 = .23 into the class interval 
7.1~7.5, or 7.33. Quartiles can be figured in a similar manner by taking 
only one-quarter of the number of cases at a time. 

After the frequencies have been totaled, a trial mean class interval, 
which appears to be the nearest to the median, is chosen by observation. 
In the sample, the class interval 7. 1-7. 5 was chosen. This was marked 
0 in the column dy and in the class interval 82-84 in the row dx. Above 
and below the trial mean class interval the number of class intervals 
from the chosen trial mean is marked plus above and minus below it, as 
shown in the column dy and the row dx. The frequencies and the number 
of class intervals plus and minus from the trial mean are multiplied as 
shown in the column fydy and the row fxdx. These last results are then 
again multiplied by the dx’s and dy’s which gives the column marked 
fydy^ and fxdx-. 

To find ax for any column, multiply each frequency in that column by 
its corresponding dy, and add the products. To find ay, follow the same 
procedure, using rows instead of columns. As a final check on accuracy, 
the sum of the a.Fs should equal the sum of the fydy’s, and the sum of 
the ay’s should equal the sum of the axdx’s. As an example, to find ax 
under the class interval 70-72, take the number of frequencies in each 
row of that column and multiply it by its corresponding dy. The first 
frequencies in that column is in row class interval 7.1-7. 5. As the fre- 
quency is 1, multiply it by its corresponding dy, which is 0, and the result 
will be 0. In the next lower row, class interval 6.6-7.0, the frequency 
is 1. Its corresponding dy is — 1. Then 1 X — 1 — — h The frecjuency 
in the next lower row, the class interval 6.1-6.5, is 1. Its corresponding 
dy is — 2, and 1 X — 7, — — 2. Therefore the sum of all of the products 

of the frequencies times their corresponding dy's would be 0 -j 1 + 

— 2, which equals — 3, as shown in the row ax under the column class 
interval 70-72. The values in the column ay and row ax are next multi- 
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plied by their corresponding dy's and dx*s. Finall}', sums are made of 
the respective columns and rows. As a check on accuracy, the following 
relationships should exist: 

= 'Slavds ; 2a® == '^fydv 
2a» = 'Sifxdx j N — 2^”® = 2 / 2 / 

The number of items is represented by the letter N which is the sum 
of the frequencies (308 as shown in the sample. Figure 75). The coeffi- 
cient of correlation can be determined by substituting the resulting values 
in Figure 76. 


JV2a®rf® — 2/®<:/® . 2/i/di; 

ViV275®2 - (S/®f/®l2 


Figure 76. Coefficient of Correlation Formula 

Reliability and Validity 

In statistics, it is usually desired to know how exact the tools are 
that are being used, or how near a certain result is to the true one — 
which is called reliability. It may refer to how near a small group is 
to a representative or normal group. It also refers to whether a test, for 
example, is of and within itself an accurate test and is consistent, or 
gives the same results consistently. 

The reliability of data are usually determined by the probable or 
standard error. The reliability of a test is usually determined by repeat- 
ing the test and correlating the results which, if high, show one source 
of reliability. Other means of determining reliability are : by the inter- 
correlation of the sum of the odd and the sum of the even items of a 
test; by the correlation of one-half of the test with the other half ; and 
by the low intercorrelation of the various items, etc. 

Also, we often want to know how valid a statistical tool is ; whether 
a test measures what it is supposed to measure. Validity is determined 
by correlating the results with other criteria, such as a high correlation 
of the results of an employment test with factors as production, wages, 
efficiency in per cent, quality and ratings. High validity is present when 
there is a high correlation with other objective criteria. For personnel 
data and tools such as tests, high reliability and validity are important.^ 

^ Also see “Selection Ratio” and Taylor-Russel Tables in J. Tiffin’s Industrial Psy- 
chology, Prentice-Hall, Inc,, 1942. 




App. A] STATISTICS IN PERSONNEL RELATIONS 517 

In determining correlations or figuring almost any data, sampling 
errors will exist. This is because conclusions have to be drawn from a 
limited number of cases. For example, if the average trade test score 
of a hundred men were to be found, and ten of them selected at random 
for figuring the average, the result which would be obtained from the 
ten would not lilcely be the average for the whole group. However, the 
liossible difference between the actual average of the hundred and the 
calculated average of the ten can be figured, and is called in statistics 
the Probable Error, P.E. The Probable Error sets limits above and 
below the calculated value, between which there is an average chance 
that the true, measure lies. It tells to what extent the measure is reliable 
or stable. The Probable Error is worked out mathematically, and its 
formula for the coefficient of correlation is shown in Figure 77. 

The standard deviation mentioned previously can also be figured 
directly from the table of correlation by the formula shown in Figure 78. 

•The Probable Error formula for the mean is shown in Figure 79. 
For the median it is shown in Figure 80. 


P.E.r - .6745 


Lzii 

vn 


Figure 77. Formula for Probable Error of r 


Sigma = a = [(2/)(2/rf=) -(2/rf)=] 

where c.i. = value of class interval 


Figure 78. Formula for Standard Deviation 



Figure 79. Formula for Probable Error of Mean 
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P.E.n.dn. = .8454 ~ 

where N is the number of cases and a is the standard 
deviation of the distribution 


Figure 80. Formula for Pi'obable Error of Median 


The Rank Correlation Method is often used for a small number of 
items, 50 or less, but over that number the Pearson Product Moment 
Method can be calculated more quickly. From the same set of data it 
is possible to determine the coefficient of correlation, the probable error 
and standard deviation of both criteria being correlated ; and there is 
less calculation for larger numbers of cases, inasmuch as the calculations 
are made by groups and not by individual items. 

If we separate the figures of personality ratings, y, from the others 
in Figure 75 we would have: 


Class 
Interval 
(CL = .5) 

Frequency 

fy 
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dy 

fydy 

fydy- 

9.1-9.5 

1 

4 

4 

16 

8.6-9.0 

8 

3 

24 

72 

8. 1-8.5 

17 

2 

34 

68 

7.6-8.0 

80 

1 

80 

80 

7.1-7,5 
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0 

0 

0 

6.6-7.0 

73’ 

-1 

-73 

73 

6. 1-6.5 

22 

-2 

__44 

88 

5.6-6.0 

4 

-3 

-12 

36 

S.l-5;5 

0 

_4 

0 

0 

4.6-5.0 

0 

-S 

0 

0 


N = 308 

' ^ 

13 

433 


Using the formula for sigma, a, its value is : 


Standard Deviation, a, 


a 


-4 


[(308 X 433)- 


'9^X133195 = 


-(13)^‘l 


: v:^ 
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The formula for finding the mean is : 

Mean = Assumed Mean + X Class Interval 

= 7.3 + (^X.5) 

= 7.3-1- .02 -7.32 
'Fhe Probable Error of the mean is: 


P.E.». = ,6745-^ 

S02 

= . 6745 X~^==. 022 

VM 

Then the mean is: 

Mean = 7.32 ±: .022 

The median is the value of one-half of the sum of the frequencies, 
X X 308 = 154th number. Counting up from the bottom of the fre- 
quency column, 4 -j- 22 = 26; 26 -f- 73 = 99 ; 99 -}- 103 = 202, which is 
beyond the 154th number, but it is 154 — 99 = 55 numbers in the 103 
55 27 5 

frequency, or X -5 = = .26 into the class interval 7. 1-7.5, or 

7.1 -)- .26 = 7.36, which is the median. 

The Probable Error of the median is then : 

P.E.,ua„. = .8454 = .8454 X 4% = .028 

Vn 17.55 

If there are two means of two distributions, and ft is desired to know 
whether there is a true difference, one mean is subtracted from the other, 
and the Probable Error of the difference determined. If the difference 
divided by the Probable Error of the difference, which is the critical 
ratio, is 4 or more, there are practically 100 chances in 100 that there is 
a true difference greater than zero. 

The formula for determining the Probable Error of the difference 
between means " or medians is : 

P.E.4 = VP.E.»u^ -f P.E.«-"2 

where P.E.d — Probable Error of the difference 
P.E.M = Probable Error of the first mean 
P. E. m2 = Probable Error of the Second mean 


“ Uncorrelatecl groups. 
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Also the standard error can be used. ( 1 ) The standard error of the 
mean is : 


o 

am == — 

Vn 


(2) The standard error of the median is: 


1.2533g 


With the standard error, if the difference divided by the standard 
error of the difference is a critical ratio of three, there is a true difference. 

Combining Test Scores from Different Distributions 

A good method of compai'ing scores made by different individuals in 
different factors in different distributions is by Z-scores, the formula of 
which is : 


7 score — Score -- Mean of Raw Score 
Standard Deviation of Raw Scores 

A comparison of Z-scores makes those scores objectively comparable, 
and is preferred by most good industrial psychologists.^ 


For good explanation of the use of Z-scores in comparing the ratings of different 
individuals on different traits, see Joseph Tiffin, Industrial Psychology, New York, 
Prentice-Hall, Inc., 1942, p. 347, etc. 
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Consolidated Personnel Report {Continued) 


PLANT A PLANT C PLANT D PLANT E 
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MEDICAL SERVICE 
(al Physical Exams - 
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( 1 1 AppI Icants.. . 
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(bl'SIckness 

1 1 1 Man Days Absent 
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Consolidated Personnel Report {Continued) 


PERSONNEL PRACTICES PLANT A PLANT C PLANT D PLANT E TO' 


PLANT C PLANT D PLANT E 

$2,390 $19,903 $4,210 


. SAFETY 

la) Number of Commit- 
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Martlndale 
Masks 

l f) Respirators Pro- 
vided 


, NUMBER OF EMPLOYEES FOR 
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VIDED SOCIAL AGENCIES.. 

. NUMBER OF INQUIRIES RE- 
GARDING RECORD OF FOR- 
MER EMPLOYEES.,) 


, NUMBER OF REPORTS PRO- 
VIDED STATE UNEMPLOY- 
MENT OFFICE 


, ATHLETIC AND SOCIAL 

ACTIVITIES 

la) Number Scheduled. . . 
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ployees par- 
ticipating 

12) Number of Em- 
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tending........ 

lb) Reports Prepared... 
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% OF 
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